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Services Offered by Discount Houses 
in Metropolitan New York 


CLAIRE M. GROSS 








most rambunctious competitor. 


The following research study is based on a thesis presented to the 
faculty of the Graduate School of Retailing, New York University, 
in partial fulfillment of the requirements for the degree of Master 
of Science in Retailing, 1955. It answers many of the questions 
raised by old-line retailers about the nature of their newest and 





The rapid growth of discount houses 
offers severe competition to regularly 
established retailers. It is generally as- 
sumed that they are able to offer large 
discounts only by sharply cutting serv- 
ices normally offered to consumers. 
The question that arises in the minds 
of alert retailers is whether discounters 
actually do curtail services as they cut 
prices, and, if so, which services are 
curtailed and to what extent. 

Some observers suggest that the 
rapid growth of discount houses may 
indicate that they are performing a 
special function, or that merchandising 
services can be effected more cheaply. 
The question remains, however, can the 
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discount house carry a full inventory, 
provide a wide range of services, oper- 
ate in a high rent location, and still 
offer merchandise at discounts ranging 
from 20 per cent to 334 per cent off 
list ? 

There is no unanimity on the defini- 
tion of a discount house, but the fol- 
lowing was evolved for use in this 
study: A discount-house operator is a 
retailer whose key policy is to sell well- 
known lines of merchandise consist- 
ently at cut prices. Most retailers cut 
price occasionally in order to increase 
traffic, to build volume in certain de- 
partments, to close out lines, etc. 
Whereas the ordinary retailer cuts 
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price temporarily or intermittently, 
the discount house cuts price as a 
regular policy. Price cutting from list 
price is its most important appeal to 
customers. This definition thus ex- 
cludes many retailers, some of them 
very large, who always seem to be ad- 
vertising cut prices on some lines but 
who sell many other items at full list 
prices. It also excludes retailers who 
sell predominantly unbranded lines of 
goods at prices purporting to be lower 
than those of similar well-known 
brands. 


PART I: NATURE OF SURVEY 


The purpose of the present study 
was to determine the extent and type of 
services offered by discount houses in 
the New York metropolitan area. In- 
formation was obtained through per- 
sonal shopping of a _ representative 
number of such stores. Other pertinent 
facts were culled from trade papers 
and periodicals, particularly those pub- 
lished in 1954 and early 1955. 


The Sampling 


The list of 100 typical discount 
houses in the metropolitan area selected 
for this survey was culled from reports 
and articles in newspapers, trade pa- 
pers, and magazines, as well as from 
conversations with people in the trade. 
Discount-house promotional material 
such as newspaper advertisements, cata- 


logues, direct-mail pieces, and special 
recommendation cards supplied the re- 
maining names. 

After listing these stores, it became 
obvious that they were located in 
groups, in various sections of the city. 
Therefore, it was felt that by shopping 
two or more stores from each im- 
portant group an adequate picture of 
the typical discount-house service pat- 
tern could be obtained. This was actu- 
ally found to be the case. Just as 
services in department stores tend to 
follow a definite pattern with little 
deviation, so do services in discount 
houses. 

Although this survey was concerned 
primarily with the services offered by 
discount houses, other well-known 
discount selling organizations were 
shopped to round out the picture. 
Three farmers’ markets, two home fur- 
nishings showrooms, and one cut-price 
variety promotional store were also 
shopped. In order to make comparisons 
with the services offered by regular re- 
tailers for similar merchandise, a pro- 
motional full service department store 
and some typical local retail stores were 
shopped also. A report on services of- 
fered by department stores throughout 
the United States was used for pur- 
poses of further comparison. 

A comparative study of customer 
services offered by discount houses, de- 
partment stores, and specialty stores 
appears in Table I. 
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TABLE I 


Author’s Rating of Customer Services * 


Comparative Services Offered by: 
EE 





Discount Department Specialty 
Houses Stores Retailers 

Convenience of Store Location............. 0.0.00 ccc eeeeee 2 2 1 
WE $oFn0h ene cbhsecinessssveahede each ¥eenens | 2 | 
EE SUNOID 6 550s sb 0dnehdeesescasencsveedebees 4 1 2 
Number and Extent of Lines Carried....................... 2 1 3 
Mermormon OF Lines Carried... cick dec scccccccenleeceicses 1 2 3 
Pricing: Merchandise Marked ................c.cecceeeees J 1 3 

SIRS bi aves. daca kvshudunebaaee eeeseen 1 a 2 

EE, Se a Ean Te St ee eee 3 1 2 
EMU 0 Sb eo cc Ry bs aa alanis Maereecn eee 4 1 3 
IN 5s Aor Daly PUES vie tow d Se Nae ea a aENIES 3 1 2 
Ee ST eer eee eee ne eres 3 1 4 
NN ois ek ee igus ols: 5 s/c Gs oe WR almiesd Wee wD, Sie 1 3 1 
anes op Wuhan knw bad ndecub eed wee 2 1 l 
ye A ne ee rs 4 2 3 
Seb ithbeknash shan indians sadsnseidbavas eee 1 4 4 
i a MM ok, ois a ic tvs Uedeussedbenkeets 4 3 1 
NINE) >, eee epetl arte pode hak ys ceva Seyar 2 1 3 
Information and Telephone Orders...................00000- 4 1 4 
NS eee hes och a ins d wig bide bed eC male aaa vane 4 4 2 
BN RR 6555.6 4.4,u4 o:0'0.5:4: 410% 6 0ig.0 0.4 019.60 '9.0-0-09.8% 0% sR A 4 1 3 
rr er oo hike on dba 6d0 eRe NK eancens boee’ 4 l 3 
OME oid. 5 S15 74h easy SERRE OA wae aewixas es 2 1 2 
I ice Sikes ecadieaee padendiinnteamcadea ewe 2 1 3 
Gs tanith uead tebe need chu an deed eseneebones 4 1 4 
ince cob eeeinek es oenssevetdbareaséncakedbsads 4 1 2 
TILT thi beGeanseensss nek Rink shenthechudasdads 3 1 2 
Lela 6 tt haVewarkth tax banebinecaiccaveeien 3 2 1 
MRE Ty vee ceebnesksawnss weer ebawceian bees 2 1 3 
I eee Se ee re nee 2 ] 3 
os o's x aiVilebanesicihedenbeedndsowneak, 2 l 2 
sive ase eeneevdecdd hnewkesghuteecees 3 3 2 
Eo £0 bce bat wikis nen phadbaednetawedebawecce 4 g 1 
I is cca kehawk a Oke ied kn euecucauheteewael 3 3 1 
each nd ban Wh ak Wes PET ETE ees J 1 | 
Nii iia ahi oi in ei a ing aienieaeinet dit Wadia 3 2 l 
Advice on Using Merchandise.............cccceeeccccecces 3 2 2 


* Ratings are on a basis of 1—2—3—4 (for standards of approximately: Excellent, Good, Fair, Poor). 
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Items Selected for Shopping 


For this survey, items that require 
a substantial amount of service for cus- 
tomer satisfaction were shopped. The 
items selected included : 


1. Television sets, washing ma- 

chines, freezers: 

The services required here would 

be delivery, installation, credit, 

demonstration, and full assort- 

ment, 

Air conditioners, kitchen cabi- 

nets: 

For special estimates. 

3. Tape recorders, Hi-Fi radios: 
To check salesmen’s product 


bo 


knowledge. 
4. Pens: 
Testing before buying, gift 


wrapping, mailing, or delivery 
of small packages. 

5. Toys, bicycles: 

To check whether the seasonal 
items were assembled. 

6. Rotisseries: 

Well-known popular competitive 
item for mail and phone orders. 
How complete is package? 

7. “Prestone,” “All”: 

Low ticket home products that 
are heavy and bulky. Do they 
deliver these items? 

8. Silver flatware: 

For engraving. 

9. Clothing—shoes, dresses, coats: 
Assortments, alterations, dis- 
play, fitting rooms, testing be- 
fore buying. 

10. Furniture: 

Ts it assembled? Availability. 

11. Cameras, photographic equip- 
ment : 

Bulbs, films, developing, advice. 


Services Shopped 


For the purpose of this study, those 
services were selected for investigation 
which would assist the customer in ac- 
quiring a product and in achieving sat- 
isfaction during its normal life ex- 
pectancy. These are: (1) Convenience 
of Shopping ; (2) Availability of Mer- 
chandise and Pricing; (3) Assistance 
in Buying; (4) Terms of Sale and 
Credit; (5) Advertising and Display; 
(6) Wrapping, Delivery, and Installa- 
tion; (7) Adjustments, Returns, and 
Servicing; (8) Additional Services, 
Accordingly, the results of the survey 
will be presented under these eight 
major subdivisions. 


PART II: SURVEY RESULTS 
Convenience of Shopping 


Of primary consideration to any cus- 
tomer are the ease with which she can 
get to a store and the physical facilities 
that will make shopping convenient. 
How near is the store to transporta- 
tion facilities? Is it accessible by auto- 
mobile? Is the store close to other 
stores of a similar or diversified na- 
ture? What are the shopping hours? 
Is the atmosphere of the store con- 
ducive to pleasant shopping? 

Today the majority of discount 
houses were found to be in high rent, 
heavy traffic areas. This is quite a 
change from the prewar days when 
they were nearly always found upstairs 
in office buildings or in low grade, low 
rent areas. As a general rule, today’s 
discount houses seek out strong loca- 
tions within the city, but just as there 
has been a trend to suburban branch 
department stores, there also has been 
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a trend to discount-house development 
in the suburbs. 

In the metropolitan area discount 
houses are generally located at central 
points where subway and surface trans- 
portation are readily available. This 
makes it possible for shoppers to get to 
the stores easily and then home again 
with their parcels. The problem of 
parking space has not been solved by 
the discount houses any more than by 
the department stores in crowded, 
downtown areas. 

The modern discount house proved 
to be easily noticed, easily entered, and 
easily shopped, with neon signs often 
available to direct the prospective 
shopper to his destination. It seemed 
a far cry from the typical prewar dis- 
count house which commonly was lo- 
cated upstairs and was found only by 
recommendation or personal contact. 

In layout, fixtures, and facilities, 
however, the typical discount house 
is not hard to distinguish from other 
types of retail stores. Upon entering, 
the customer usually is faced with a 
large square section in the center of 
the store devoted to such items as no- 
tions, drugs, or housewares. Lined up 
around the sides of the store are de- 
partments displaying expensive small 
merchandise such as jewelry, cameras, 
etc. This merchandise is displayed be- 
hind locked glass showcases. Large 
items are located in the rear of the 
store. Typically, unpainted wooden 
shelves line the rear walls to house 
small radios, small electrical appliances, 
and table model television sets. In the 
rear center, there are usually two or 
three rows of major appliances. 

About 3,000 square feet of selling 
Space seems to be the average for most 
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discount houses. Of all the discount 
houses shopped, only one had as little 
as 500 square feet; at the other ex- 
treme, only one had 60,000 square feet 
of selling space. 

Street-floor selling stores are typical. 
Some have balconies, and occasionally 
one has a basement as well as a balcony. 
Usually the home furnishings discount 
showrooms are located in factory build- 
ings. Almost all the jewelry specialists 
are located in office buildings. 

With the exception of the larger, 
better known discount stores, no at- 
tempt is made to accommodate even 
reasonable customer traffic. The aisles 
are narrow and crowded with merchan- 
dise. Despite the fact that lighting usu- 
ally is very good and modern fixtures 
are used, many of these stores cannot 
be considered examples of good house- 
keeping. Although modern, the layout 
and display fixtures are functional 
rather than luxurious. The majority 
of discount houses are air-conditioned, 
but few offer such accepted conven- 
iences as rest rooms and public tele- 
phones—perhaps because space always 
seems to be at a premium. 

Discount houses tend naturally to 
follow the shopping hours of the areas 
in which they are located. In some 
instances, they are open slightly longer 
than department stores or retail stores 
carrying similar merchandise. 

There is an impression among regu- 
lar retailers that discount houses have 
substantially longer shopping hours 
than they do. Such was not found to 
be the case in this survey. Only when 
compared with department stores do 
most discount houses give their cus- 
tomers an additional hour or two in 
which to shop. 
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Availability of Merchandise and 
Pricing 

When a shopper patronizes discount 
outlets for the first time, she undoubt- 
edly would like to know about the 
availability and pricing of merchandise 
handled by these outlets. What kind of 
merchandise do they sell? Is the selec- 
tion of merchandise available limited 
to the stock on display? How much of 
a discount can be expected? Are the 
same discount privileges available to 
all shoppers? These and other ques- 
tions were explored in this part of the 
survey. 

Results showed few lines of mer- 
chandise not available through some 
discount outlets, though the lines most 
frequently handled are nonperishable, 
relatively “high-ticket” items. Among 
the lines carried by virtually all dis- 
count firms are: electric appliances ; 
electronic goods; fountain pens, pen- 
cils, cigarette lighters; portable type- 
writers, adding machines, etc.; clocks, 
watches, silverware; photographic 
equipment; garden equipment. 

These and similar lines are the 
staples. But today’s operator often car- 
ries, in addition, such lines as: sporting 
goods ; sewing machines ; luggage ; toys 
and games; furniture ; linens and blan- 
kets; compacts, cosmetics, drug sun- 
dries; men’s and women’s wear, in- 
cluding clothing and shoes; infants’ 
and children’s wear; rugs and lamps; 
phonograph records ; pet supplies ; gro- 
ceries ; optical goods. 

Just as there are specialized stores 
in regular retail outlets, their counter- 
parts exist in discount outlets. The 
following lines of merchandise are 
sold through discount specialists : auto- 


mobiles ; books ; carpeting ; chinaware; | 
electronics ; furniture and lamps; jew- | 
elry and watches; luggage; paints; | 
phonograph records and accessories; | 


photographic equipment; — sporting 
goods; tires; toys; travel services, such 
as discounts on hotel rates, resorts, 
restaurants, etc. 

3ecause of such special buying meth- 
ods as trans-shipping, most of the dis- 
count houses surveyed were able to 
offer their shoppers a range of mer- 
chandise far beyond that usually avail- 
able in regular stores. In better run 
discount houses, almost any popular 
brand name and product model was 
apt to be available, and representative 
showings of popular lines were usually 
on display. 

In addition, the shopper was given 
to understand that any item need not 
be on display to be available. In almost 
any discount store, if she could describe 
the product by brand name, model 
number, and price, the item would be 
ordered for her regardless of whether 
or not it was regularly stocked, and 


usually a discounted price was quoted. 


Also, if a dealer’s confidence were 
gained, even the rigidly controlled lines 
might be sold at a discount. 


Private brands were substantially in - 


evidence in lines where brand names 
and advertising are relatively weak, 
such as gift wares and soft goods. In 
lines of merchandise new to the dis- 
count house, such as linens and blan- 
kets, notions, drugs, cosmetics, men’s, 
women’s, infants’, and children’s wear, 
toys and games, the customer was lim- 
ited in her purchases to the inventories 
displayed, even though these were fre- 
quently in broken sizes. The special 
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order privilege of selecting merchan- 
dise from a catalogue did not seem to 
apply to these and similar items. 

Most of the discount houses sur- 
veyed quoted cut prices on specific cur- 
rent items of merchandise without at- 
tempting to switch the shopper from 
one brand to another. When the cus- 
tomer came in with a specific request, 
virtually no attempt was made to push 
an unknown or lesser known brand, 
or a higher priced line. If the customer 
did not come in with a specific request, 
however, the salesman would often 
suggest a nonpromotional item in a 
line that carried a wider margin. In 
a number of instances, models of pre- 
ceding years were suggested by dis- 
count-house salesmen, but no attempt 
was made to hide this fact. 

Some discount houses were more 
careful than others in pointing out to 
their customers that an item was a 
close-out or irregular. The larger and 
better known ones tended to be quite 
exacting in this respect. 

The survey revealed that the old 
“speak-easy” type of discount house 
has practically disappeared. Only two 
well-known discount houses made a 
pretense of refusing to quote discount 
prices without seeing a courtesy card, 
and even here discount prices were 
quoted before the courtesy cards were 
obtained. An exception prevailed in 
the home furnishings field where all 
the discount showrooms requested cards 
or the names and addresses of the 
firms or persons who made the rec- 
ommendations (often other discount 
houses, which would then receive a 
commission on the sales). 

The study showed that in most dis- 
count houses the list price is plainly 
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marked on displayed merchandise. 
Some of the leading firms showed both 
the list price and the discounted price 
on each item. In most firms, however, 
it was necessary to ask the salesman 
for the discounted price. 

Prices quoted in discount houses 
proved to be substantially below the 
list prices suggested by manufacturers 
and quoted in regular stores. These 
quotations were also generally lower 
than the sale prices advertised by de- 
partment stores. Discounts varied from 
line to line, depending upon the margin 
between the manufacturer’s list and the 
wholesale price. A common practice 
was to offer as a discount to the cus- 
tomer two thirds of the difference be- 
tween the list and the wholesale. 

Prices among competing discount 
houses seemed to have stabilized so 
that differences for identical items were 
slight, if they existed at all. Although 
the big discount houses operated of- 
ficially on a one-price policy, they 
would often adjust prices to meet 
competition. Smaller discount houses 
seemed to have even more flexible 
prices. Their quotations were seldom 
higher than the prevailing prices quoted 
elsewhere, and to a friend or a good 
customer the prices might be even 
lower. In almost all cases, a better 
price could be obtained readily by 
showing a desire to consummate the 
deal immediately. 


Assistance in Buying 


When a customer desires to buy 
from discount outlets, is it necessary 
for her to know the exact brand name, 
model number, and price of an item, 
or do discount houses offer her assist- 
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ance in buying? What assistance in 
selection do salesmen offer the cus- 
tomer? Do they present merchandise 
effectively ? How do salesmen compare 
with those in regular outlets? Is the 
customer afforded an opportunity to 
test a product before buying? 

In the stores shopped for this survey, 
discount-house sales personnel were 
found to be reasonably well versed and 
well trained in the attributes of good 
retail salesmanship. They understood 
their merchandise; they offered infor- 
mation concerning the salient features, 
the distinctive characteristics, the good 
and bad points of the products they 
were selling. They were familiar not 
only with the merchandise carried in 
their own stores but also with that 
carried by competitors. They spoke as 
experts about the lines they covered. 

Typically, the discount-house sales- 
men did not employ high-pressure 
methods. They were ready to help the 
customer select goods that fitted her 
needs best, although some would spend 
little time with a customer who had 
no idea of what was wanted. Usually 
they permitted customers to arrive at 
their own decisions. Only when asked 
did they offer information about the 
product or describe salient selling fea- 
tures. Discount-house operators believe 
that most customers prefer this method 
of handling and do not feel they are 
treated indifferently. On the contrary, 
they are often frightened off by a 
quick approach and prefer being left 
alone to examine merchandise leisurely 
and minutely without any feeling of 
being pressured to buy. 

Discount-house sales personnel often 
offered intelligent assistance in selec- 
tion, and during the sale also offered 


suggestions for proper use and care, 
They reported that they seldom fol- 
low up the customer, however, to see 
that full satisfaction is achieved from 
the purchases. Only those services of- 
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fered to customers by manufacturers 


are passed along to discount-house cus- 
tomers. 

Some discount-house operators re- 
ported that they will permit inspection 
and testing of merchandise. When the 
salability of merchandise depends on its 
being sold to a customer in a factory- 
sealed carton, however, examination 
and testing are permitted only after 
the merchandise is paid for. When 
the salability does not depend on a 
sealed carton, as in the case of fountain 
pens, umbrellas, cameras, etc., testing 
and examination are permitted and 
even encouraged before purchasing. 


Terms of Sale and Credit 


Many retailers contend that discount 
houses are able to sell more cheaply 
because they offer little or no credit 
service. Therefore, we surveyed the 
terms of sale and credit service of- 
fered by discount houses, raising the 
question, “Do discount houses sell 
only for cash, or do they offer the 
purchaser the ‘easy-buying’ plans made 
available by regular retailers?” 

Most purchases in discount houses 
are for cash. Most discount operators 
do not like to ship on a straight C.O.D. 
basis, as their narrow margins do not 
offer them enough leeway to cover po- 
tential rejections and returns. In this 
sense, their thinking seems to have 
anticipated the recent trend among 
department stores to curtail C.O.D.’s 
and to charge a fee where such service 
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js requested. Quite a number of dis- 
count houses will ship on a deposit 
C.O.D. basis, however, if the customer 
will place a deposit in person or send 
one in by mail. Similarly, where mer- 
chandise is not in stock or where, for 
other reasons, special orders are re- 
quired, the discount house will usually 
insist upon a deposit. Also, since the 
majority of television and major ap- 
pliance sales are on a special order 
basis, the deposit transaction is an im- 
portant one for them. Not only is it 
common, but it is usually suggested 
and easily handled by the store. 

The discount house is not geared to 
handle trade-ins, though fictitious 
trade-ins were common in disccunt 
operation when resale price mainte- 
nance was relatively stronger. Dis- 
count dealers at that time offered sharp 
cut prices on extreme or even fictitious 
“used” items. In this manner they at- 
tempted to circumvent any legal ob- 
stacles to their price-cutting operations. 
To some extent, this action was suc- 
cessful and apparently accomplished its 
objectives. 

Open charge account selling proved 
to be virtually unknown, though occa- 
sional exceptions to this policy were 
found where unusually friendly rela- 
tionships existed between discount- 
house operators and certain customers. 
Installment credit facilities were found 
in most discount houses, however, with 
installments generally about the same 
as in ordinary stores. Discount houses, 
however, usually suggest to their cus- 
tomers that they arrange for personal 
loans from their banks. They point out 
that such personal loans are much less 
expensive than installment credit. 

Discount houses make it easy for 
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customers to apply for installment 
credit. All arrangements are made in 
the store by the salesman handling the 
sale. Simple credit application forms 
are made available to the store by the 
banks. No collateral beyond the goods 
being purchased is required. In most 
discount stores in which installment 
credit is available, bank charges were 
posted or were available showing in- 
terest rates and monthly payments re- 
quired for various sums of money and 
for different lengths of contract. 
Monthly payments are generally made 
directly to the customer’s local bank 
branch. 

Virtually without exception discount 
houses will accept checks only for the 
exact amount of the purchase. Few 
will accept checks for amounts larger 
than the purchase and return the bal- 
ance to the customer. None was found 
that would cash a check as a free cus- 
tomer service where no purchase was 
made. 

Although most discount-house trans- 
actions are handled in person, a signifi- 
cant volume is done by mail. In for- 
mer years, most discount houses would 
quote cut prices only in person-to-per- 
son contact. Today, with wide-open 
operations, quotations by mail may be 
had for the asking from most dis- 
counters. Many have developed this 
phase of their business heavily and ad- 
vertise the fact. When full remittance, 
including delivery charge, accompanies 
an order, most discounters will ship the 
goods at the expense of the purchaser. 

The discount houses surveyed tended 
to avoid quoting prices over the tele- 
phone. In some cases, fear of conflict- 
ing with retail price maintenance con- 
tracts seems to be the reason. More 
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often, discounters object to giving this 
type of information lest it be used for 
comparison purposes by a “sharp” 


shopper. 


Advertising and Display 


It is a common misconception among 
laymen that discount houses do not ad- 
vertise. Actually, they do. In the early 
days of discount houses, when an air of 
secrecy prevailed, advertising was lim- 
ited to the confidential card, word of 
mouth, classified advertisements in 
civil service papers, and catalogues 
showing the range of merchandise 
available but without price quotations. 
Today, we find the discount house uti- 
lizing an ever-increasing variety of ad- 
vertising media. Among these are: 
newspapers, radio, direct-mail flyers, 
broadsides, catalogues, and discount 
cards. 

Discount-house advertising in news- 
papers is comparatively light, but it 
does seem to be gathering momentum. 
It is more common for the discount- 
house advertising budget to be spent 
on catalogues and direct mail than on 
heavy newspaper display. From the 
sizable amount of list-price advertising 
done by discount houses, both in news- 
papers and in direct-mail pieces, it 
might be deduced that they are getting 
the benefit of co-operative funds pro- 
vided by manufacturers. 

Radio and television are utilized for 
advertising by the very large chain dis- 
count-type stores, such as Vim, Da- 
vega, Frost, and Sunset. Whereas 
most discount houses have not yet 
availed themselves of this medium, 
some specialty discount houses adver- 
tise on regular radio stations. 

The typical discount-house window 


exhibits a wide range of merchandise 
and often proclaims sharp discounts. 
The price-cuts coupled with the exten- 
sive display generally convey the idea 
that the store is a discount house, 
where “bargains” are available in every 
category. No attempt is made to stim- 
ulate the dramatic and artistic windows 
of conventional retail stores, and on 
an aesthetic basis discount-house win- 
dows, with few exceptions, are defi- 
nitely inferior. 

Most discount houses are set up in 
separate departments and units sim- 
ilar to department stores, despite the 
fact that they are only the size of regu- 
lar retail shops. Merchandise often 
overflows the fixtures, and a busy but 
slovenly appearance results. Original 
factory cartons are widely in evidence. 
This display technique appears to be 
quite purposeful, as if to give custo- 
mers the impression of a wide range 
of merchandise. In larger discount 
houses, it give the feeling of tremen- 
dous stocks. It also seems to have the 
desired psychological effect on bargain- 
minded shoppers of arousing their in- 
terest and stimulating their desire to 
buy. 

Most discount houses use the “open 
type” of display wherever possible. 
“Preselection” is the most popular type 
of the simplified selling techniques em- 
ployed by discount houses. The larger 
discount houses employ a “self-service” 
operation when they carry small ticket 
items such as drugs, sundries, gro- 
ceries, candies, housewares, etc. Some 
medium and smaller sized discount 
houses utilize the “‘self-selection” 
operation for similar products. Only 
relatively higher priced small items, 
such as fountain pens, perfumes, ster- 
ling silver, etc., are displayed inside a 
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wall case or a showcase, which is in- 
accessible to customers without the aid 
of a salesperson. 


Wrapping, Delivery, and Installa- 
tion 


Providing such services as wrapping, 
delivery, and installation are relatively 
expensive operations in most retail 
stores. These services add substantially 
to operating costs and_ necessitate 
higher mark-ups. Therefore, in this 
study we questioned whether these 
costly services are available to dis- 
count-house shoppers, and, if so, to 
what extent they are available. 

We found that .in discount houses 
merchandise is usually offered to the 
customer in the original manufacturer’s 
carton, with twine tied around the 
parcel for easy carrying. Prepacked 
merchandise is not wrapped except to 
meet a specific customer request, and 
for this purpose the plainest, least ex- 
pensive brown WRAPPING paper or 
ordinary paper bags are used. Little 
encouragement is given to customers 
who request special gift wrapping or 
wrapping for mailing, as these services 
have been found too costly both in ma- 
terial supply costs and time of the 
clerks. 

Most discount houses also use spe- 
cial wrapping systems which afford ad- 
ditional economies. When orders are 
filled from reserve stock, a combined 
wrapping and cashiering service desk 
is used. There the merchandise is paid 
for, wrapped, and received. The ad- 
vantage of such an operation is that 
time-per-transaction is cut down for 
better paid skilled salesmen. Salesmen 
working under such a system are able 
to handle many more customers. Of 
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course, in this type of operation, the 
quality of the service suffers if the 
volume is heavy and it becomes neces- 
sary for the customer to wait in line 
to receive her merchandise. 

Although DELIvery is available from 
most discount houses, it is almost in- 
variably offered at an additional charge. 
Delivery fees vary with the type of mer- 
chandise and also from store to store. 
Whenever feasible, discount-house 
salesmen usually suggest that custom- 
ers take their purchases with them. 
Salesmen very often offer to help cus- 
tomers to their cars with heavy or 
bulky merchandise. 

On major appliances such as re- 
frigerators and stoves, the delivery 
charge typically quoted was seven dol- 
lars. In most stores the amount of 
this extra charge is set for a very 
practical reason. Stores often sell such 
merchandise frcm sample or catalogue, 
and shipment is made directly to the 
customer’s home by the wholesaler in 
the area. This pattern of selling is 
especially true with washing machines 
which require a hook-up to plumbing 
in addition to ordinary delivery and 
uncrating. 

When delivery of a television set is 
requested, generally it is not shipped 
from store inventory. The delivery 
charge quoted on a table model tele- 
vision set varied from a low of $2 to 
a high of $6. However, the kind and 
quality of delivery service varied con- 
siderably because of a number of fac- 
tors. For example, if a distributor 
makes delivery, his service charge to 
the discount operator may vary with 
the size and credit rating of the ac- 
count. When such delivery is arranged, 
it usually will include uncrating, setting 
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up, and adjusting the set for proper 
viewing. 

If a trans-shipper is called upon to 
deliver, no extra services such as un- 
crating and installation are included. 
Trans-shipper delivery fees are usually 
fixed, regardless of the size of the ac- 
count. Large-volume discount houses 
that buy in carload lots on the bill- 
and-hold system usually pay lower 
home delivery fees which are passed 
on, at least partially, to customers. 

Few discount houses have their own 
staffs to take care of INSTALLATIONS 
when they are necessary. However, 
where such service is required, it can 
be arranged for easily in most discount 
houses on a fee basis. 

In many instances, discount-house 
operators claim that they purposely 
avoid the development of their own 
installation services in order to mini- 
mize friction with their customers. In 
this manner, they simply sell the item 
at the “right price” and do not become 
involved in the possible ill will that 
might arise from poor installation or 
other troublesome experience with the 
item in use. 


Adjustments, Returns, and Servic- 
ing 
Every retailer receives his share of 
complaints from disgruntled customers, 
and discount houses are no exception. 
The adjustment activities necessary to 
placate irate customers can be ex- 
pensive in both time and energy. 
Even more important is the possible 
damage to good will that may result 
from improper handling of dissatisfied 
customers. 
Here again we must ask, what are 
discount-house policies with reference 


to customer complaints? Are all sales 
final? Can a customer get her money 
back? Will adjustments be made on 
goods that are not giving complete 
satisfaction? To what extent may a 
discount house be relied on to service 
the merchandise it sells? 

Virtually all discount houses shopped 
in this survey offered some form of 
money-back privilege. In most of the 
discount houses a purchaser may get 
his money back if he returns the item 
within a prescribed period of time 
(typical is seven days from date of 
purchase), if the merchandise is re- 
turned in its original carton, and if it 
has not been used. 

Much importance is attached to re- 
turning the merchandise in the original 
carton. The customer is also instructed 
to check the operation of the item as 
soon as possible after getting it home. 
However, should the customer use the 
item in the fullest sense (that is, put 
meat on the spit of a rotisserie) and 
then should it fail, she would not be 
permitted to return it to the discount 
house for adjustment, but she then 
would be referred to the manufacturer 
or his servicing station to have the 
item put in order. 

Because returns and adjustments are 
handled in this manner, the discount 
house is not troubled with the problem 
of disposing of slightly used or de- 
fective merchandise and the added ex- 
pense of markdowns. 

A number of factors stand the dis- 
count house in good stead in minimiz- 
ing returns and adjustments. To begin 
with, the discount-house shopper, more 
often than not has been presold on 
the product she is interested in and 
knows what she wants. The doubts 
that often plague many customers in 
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regular stores are seldom found here. 
Secondly, most of the merchandise car- 
ried by the discount house is staple in 
nature. As such, there is less likelihood 
for the customer to change her mind 
than is the case with novelty or fashion 
merchandise. 

In making adjustments for defective 
merchandise, the warranty of the man- 
ufacturer becomes the primary protec- 
tion of the customer. Once the item 
has been used and such use can be 
noticed on the item, the discount house 
is not likely to make any adjustment 
whatsoever unless it knows that it 
will be recompensed by the supplier. 
With items that do not perform satis- 
factorily, the only recourse of the cus- 
tomer is to the manufacturer. 

The majority of discount houses 
shopped in this survey were found to 
have technicians and equipment avail- 
able on the premises to make necessary 
adjustments and repairs on those items 
which they sold that might require 
servicing. However, few of the dis- 
counters offer this service to their cus- 
tomers outside of the store or after 
the time of purchase. After the mer- 
chandise has been purchased and used, 
should it need repair or adjustment 
the customer is referred to the manu- 
facturer or to outside local repair 
service companies. 


Additional Services 


In addition to the ordinary range of 
services normally expected in shopping 
for general merchandise, special serv- 
ices are often necessary to facilitate 
the purchase of certain items. With 
some products considerable technical 
advice is called for if the right selection 
is to be made. Air conditioners, custom 
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kitchen equipment, and high fidelity 
electronic equipment are cases in point. 
With other items, advice is necessary 
regarding the need for replacement. 
For example, should worn radio tubes 
or phonograph needles be changed ? 

Some services offered at the time 
of purchase considerably enhance the 
value of the merchandise in the pur- 
chaser’s eyes. Initialing and engraving 
on personalized items are in this cate- 
gory. Still other goods need periodic 
servicing if customer satisfaction is 
to be maintained. Replacement parts 
for items such as pressure saucepans 
and refills for ball point pens are in 
this category. Let us now see what 
discount houses do in providing these 
services. 

Many types of consumer goods, es- 
pecially those that are mechanical in 
nature, tend to wear out and require 
replacement at periodic intervals. Serv- 
icing these types of goods varies among 
discount houses. Some offer service 
for virtually any item that wears; 
others avoid handling such items. 

Specialty discount houses, on the 
other hand, offer a wide range of as- 
sistance in this respect. In addition, 
the consumer may get a wealth of free 
advice not only in purchasing the right 
kind of equipment but also in getting 
the utmost satisfaction out of it. 

Engraving on silver can be arranged 
for at most discount houses. It is usu- 
ally available on request, but not sug- 
gested. When specifically requested, 
a standard service charge is added for 
each piece to be engraved. When mer- 
chandise is to be engraved, full pay- 
ment is required in advance. Further- 
more, it is made clear to the customer 

(Continued on page 47) 
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sumer loyalty. 





In the following research study, the two principal department 
stores in Richmond, Virginia, are surveyed: Miller & Rhoads and 
Thalhimers. Results raise some disturbing questions about con- 








How many families are loyal custo- 
mers of a given department store, in 
the sense that they shop in that store 
exclusively, or as nearly so as may be 
possible ? 

Customer loyalty as thus defined is 
exposed to a severe test in Richmond. 
Two principal department stores— 
Miller & Rhoads and Thalhimers—are 
about the same size, each with some 
$28,000,000 in annual sales, and occupy 
adjacent blocks in the central business 
district. 

To answer the loyalty and related 
questions, the Richmond Times-Dis- 
patch conducted a mail survey of 817 
reader families in the spring of last 
year. These families were asked to list 
the store where twenty-four selected 
items were last purchased. 

A special tabulation was made for 
459 families who reported the purchase 
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of four related items in Richmond re- 
tail stores: dresses, hats, women’s 
shoes, and handbags. Results are 
shown in Table I for the two principal 
department stores and for all other 
stores combined. 

As all these items are related, we 
may assume that a loyal customer 
would buy all four in the same store. 
How many such customers are there? 

Of the 459 families, 32 bought all 
four items at Miller & Rhoads. But 
this is not a true measure of the num- 
ber of loyal customers, because a cer- 
tain number of families would be ex- 
pected to buy all four items at Miller 
& Rhoads, solely as a matter of chance. 

The column designated as “normal” 
shows the number of families that 
would be expected to buy a given num- 
ber of items at each store, if there ex- 
isted no store loyalty and no relation- 
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ship between the purchase of one item 
and another. 

In other words, 27 families would be 
expected to buy all four of these items 
at Miller & Rhoads, solely as a matter 
of chance. In actuality, there were 32 
such families or 5 more than antici- 
pated. These five we may identify as 
loyal customers: those who bought all 
four items at Miller & Rhoads because 
they were loyal to that specific store. 

As thus defined, the loyal customers 
of Miller & Rhoads comprise about one 
per cent of all families who shop in 
Richmond, and, on the same basis, 
another one per cent are loyal to Thal- 
himers. Another three per cent may 
be designated in the same way as loyal 
to all other stores, if they are treated 
as a group. 

We conclude, therefore, that the 
loyal customer is so rare as to be a 
negligible factor in the total sales or 
sales potential of any given store. 


Related Purchases 


In contrast with loyalty as such 
(which we have just seen to be negli- 
gible), the fact that a customer buys 
one item in a given store increases the 
probability that the same customer will 
buy another item in the same store. 
Table II, based on the same data used 
to measure loyalty, demonstrates this 
fact. 

First, we divide our families into 
two groups: those who bought dresses 
at Miller & Rhoads and those who 
bought dresses elsewhere. Then, for 
each group, we show the per cent who 
bought each of our three related items 
in Miller & Rhoads. The next table 
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TABLE I 


Distribution of Families—Accord- 
ing to Their Purchase of Four 
Related Apparel Items: 
Dresses, Hats, Shoes, 





Handbags 
Number of 
Families 
Items 2 — oO 
Store Bought Normal Actual 
Miller & Rhoads.... 0 109 135 
1 156 117 
2 113 107 
a 54 68 
4 27 32 
Thalhimers ........ 0 114 134 
1 159 123 
2 111 118 
3 51 55 
4 24 29 
All others ......... 0 144 173 
1 167 133 
97 88 
3 37 36 
4 14 29 
OPS aitax views sXe ~ 459 459 
TABLE II 


Correlation between Sale of 
Dresses and Related Items 
at Miller & Rhoads 


Families Who 





Bought Dresses 
At Else- 
Item M&ER where 
SUN hile oe wold eS nae Sees 52% 28% 
Shoes (women’s) ....... 44 31 
CN as vicbenadeach 57 37 
eee 143 316 
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TABLE Ill 


Correlation between Sale of 
Dresses and Related Items 
at Thalhimers 


Families Who 





Bought Dresses 
— ~ 
Thal- Else- 
Item himers where 
ere eee 53% 24% 
Shoes (women’s) ....... 33 22 
Handbags ............... 40 26 
| Beer eA 259 


presents comparable data for Thal- 
himers. 

In both stores, the probability of sell- 
ing one of the related items was much 
improved when the customer bought 
her dress in the given store. The dif- 
ference between the two groups may 
be taken as a measure of the extra sales 
of these items created by the sale of 
100 dresses, as indicated in Table IV. 

Although the two stores differ in the 
strength of these departments, the 
over-all similarity is quite striking. 
When either store sells 100 dresses, it 
can expect to sell more than 50 of 
these particular related items alone, 
which otherwise it would not sell. 


Cross Purchasing 


The Richmond survey also reveals 
that a customer who buys one item at 
a given store is much more apt to 
buy another item at the same store, 
whether or not they are related items 
in terms of a single purchasing de- 
cision. 

For example, let us take infants’ 
wear. Of the families that bought their 


TABLE IV 


Extra Sales of Related Items 
Created by the Sale of 


100 Dresses 
Thal- 
Item M&ER himers 
PR Kis ee eee ec ee 24 29 
Shoes (women’s) ....... 13 11 
REMMGUARS ..6cccsccsccss 20 14 


last dress at Thalhimers, only 33 per 
cent bought infants’ wear at Miller & 
Rhoads. But of the families that 
bought their last dress at Miller & 
Rhoads, 63 per cent bought infants’ 
wear at the same store. The same pat- 
tern evolves with other items in vary- 
ing degree. 


Summary 


We have seen that virtually all fami- 
lies buy from two or more stores even 
on closely related apparel items; so 
the correlation between the purchase 
of various items in the same store can- 
not be the result of store loyalty, as 
such, 

We might describe the correlation in 
terms of store preference: a tendency 
on the part of a given customer to 
shop first for a certain item in the 
store she prefers, either for that item 
or in general. 

But whatever the description, the 
fact itself is both simple and signifi- 
cant: the sale of any item is a great 
deal more important than the sale of 
that one item only, because it is asso- 
ciated with a much higher probability 
of selling every other item in the store 
to the same customer. 
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| brands, together with increased purchasing of those brands. The 
results of this research, plus interviews with grocery and drug 

| 


dealers, lead to a thoughtful analysis of the value of television 


advertising for retailers. 


What happens when a typical market comes under the influence 
of television advertising? In researching this problem for the 
National Broadcasting Company, W. R. Simmons & Associates 
discovered a shift in brand preference toward TV advertised 








Background of Study 


The retailer, as the final link in the 
chain of distribution, is a key factor in 
today’s marketing scene. The store 
manager is the one who stocks and dis- 
plays the merchandise, talks with the 
consumer face to face, and observes the 
customer in action at the time of pur- 
chase. Thus he is in an excellent posi- 
tion to understand what motivates the 
consumer to favor one brand over an- 
other and to gage the effectiveness of 
various advertising media. For such 
reasons, all elements in the chain of dis- 
tribution—manufacturer, advertising 
agency, distributor, jobber—have a 
vital interest in the retailer’s opinions 
on advertising. 
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In previous studies’ it has been 
found that television as an advertising 
medium produces a marked impact on 
the consumer. But what about the re- 
action to television at the retail level? 
Should not that be researched, too? 

To discover what happens when a 
typical market comes under the influ- 
ence of a major advertising medium, 
NBC engaged the research firm of W. 
R. Simmons & Associates to conduct 
a large-scale survey in the city of Fort 
Wayne, Indiana, scheduled to get its 
own TV station in November 1953— 

1The Hofstra Study, A Measure of the Sales 
Effectiveness of Television Advertising; TV Today: 
Its Impact on People and Products; Why Sales 


Come in Curves (New York: National Broadcasting 
Company). 
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one of the last reasonably large cities 
then without television. In this “before 
and after” method of research design, 
the plan was to investigate the market 
thoroughly before it got television, wait 
for a period, and then resurvey it to 
determine the changes brought about 
by the introduction of the medium. 
The survey was divided into two 
parts: first, an extensive interview 
with a probability sample of 7,500 con- 
sumers, before and after the city got 
TV, to learn the impact of television on 
their attitudes toward, and purchase of, 
advertised brands; second, interviews 
by Simmons with the managers of the 
city’s grocery and drug stores to gage 
their reactions to the coming of TV. 


Results of Consumer Study 


To give perspective to the discussion 
of the dealer survey, the results of the 
consumer survey may be briefly sum- 
marized. 

The effects of television were sys- 
tematically studied at a variety of lev- 
els: awareness, knowledge, attitude, 
and behavior, with respect to brands 
advertised and not advertised via the 
medium. At each level, from “pre-sell- 
ing” to actual purchase, a pronounced 
effect of TV was found: increased 
brand awareness; higher knowledge 
levels for slogans, sales points, and 
trade-marks; more favorable attitudes 
and shifts in brand preference toward 
TV advertised brands; together with 
increased purchasing of those brands 
advertised on television. This pro- 
vided, at the consumer level, a picture 
in depth of how advertising works to 


create customers.2 The companion 
study of grocery and drug dealers si- 
multaneously investigated the reactions 
at the retail level. 


THE RETAILER STUDY 


Procedure 


Like the consumer study, the dealer 
study was conducted in two waves, 
one before and one after TV. The first 
wave took place in November 1953, 
just before the Fort Wayne TV station 
began operations. This study provided 
a base line from which to measure 
changes that might occur with the open- 
ing of a television outlet in the city. 

In May 1954, Simmons repeated the 
same questions with the same dealers. 
This second wave served to determine 
the changes in opinion and_ behavior 
among the dealers with respect to na- 
tional advertising media after some six 
months of telecasting. 


Sample 


An attempt was made to interview 
all grocery- and drug-store managers 
in the city of Fort Wayne and the ur- 
banized fringe around the city. Careful 
checks were made to obtain a complete 
listing of all outlets. 

Through intensive field work, the 
survey achieved virtually a census of 
the Fort Wayne retailers in these cate- 
gories. Simmons completed personal 
interviews with nearly nine out of every 
ten grocery- and drug-store managers 

2 The complete findings are reported in How Tele- 


vision Changes Strangers into Customers (New 
York: National Broadcasting Company, 1955). 
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in Fort Wayne, including the hard-to- 
get-into chain stores. Of the 289 out- 
lets in the city, 260 were interviewed 
on Wave I and 249 of these were suc- 
cessfully reinterviewed on Wave II. 

The tabulations are based on the 249 
cases where an interview was obtained 
in the same store on both waves. To 
ensure accuracy of the opinion data, the 
same person was interviewed on both 
occasions—usually the manager or 
owner himself. For simplicity of pre- 
sentation, the results for the 196 gro- 
cery- and 56 drug-store managers have 
been combined. The dealers in the two 
types of outlets reacted, for the most 
part, in much the same manner. 


Areas of Investigation 


To provide a systematic theoretical 
framework to guide the investigation, 
authorities experienced in retailing 
were consulted prior to the construc- 
tion of the questionnaire. Based on 
their observations and recommenda- 
tions, the following areas were delin- 
eated for investigation : 

1. The retailer’s personal exposure 
to and awareness of major national 
advertising media. 

2. The comparative effectiveness of 
different media in stimulating word-of- 
mouth comment among the store’s cus- 
tomers. 

3. The retailer’s responsiveness to 
advertising campaigns in _ national 
media: the extent to which he is in- 
clined to stock new brands as a result 
of such advertising or to give brands 
special displays or better shelf space. 

4. The relative effectiveness of the 
major media in producing outstanding 
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sales for brands stocked by the store. 

5. The retailer’s recommendations 
on the most effective national media for 
the products carried in his store. 

Accordingly, questions were devised 
to probe into each of these areas. 
Where possible, the questions were de- 
signed to elicit specific case histories 
from the dealer’s actual experience, so 
that his responses would be grounded 
on concrete situations rather than 
vague generalities. The Simmons staff 
thoroughly pretested the questionnaire 
by talking with dealers themselves to 
determine the best question forms and 
most objective wordings. 


RESULTS 


1. Television Ownership Among 
Retailers 


The first finding was that television 
ownership was appreciably higher 
among the retailers than among the 
city’s population at large. On the first 
wave of consumer interviews it was 
found that 22 per cent of the general 
population owned TV sets.* In com- 
parison, TV ownership among the local 
retailers was 38 per cent. Likewise, on 
the second wave of interviewing, set 
ownership in the general population 
was 57 per cent, while among the re- 
tailers it was 75 per cent. 

These disparities suggest that re- 
tailers as a group had a more-than- 
average interest in television. This im- 


8 Some had been bought just before this, in antici- 
pation of Fort Wayne’s getting its own station, and 
some had been bought earlier, with high antennas, 
to pick up TV signals from distant cities. Once the 
Fort Wayne station began operation, almost all the 
viewing became concentrated on the local station, 
with viewing of “fringe’’ stations dropping to a 
very low level. 
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plication is confirmed by the second 
finding, concerning their personal 
awareness of advertising media. 


2. Retailers’ Personal Awareness 
of Media 


One of the early questions probed 
into the retailer’s personal exposure to, 
and awareness of, the various national 
advertising media. Each dealer was 
asked: ‘Have you recently noticed any 
national advertising for any of the 
products you carry in your store? 
Could you mention a few examples? 
(For each brand mentioned:) Where 
was it that you noticed this advertis- 
ing?” Table I shows the results of this 
question. These tabulations are based 
upon the first brand mentioned by each 
dealer, since it was felt that the first- 
mentioned brand might reflect a degree 
of priority in the dealer’s consciousness. 
Tabulations of the second and third 
mentioned brands, however, showed 
similar results. (Answers add to more 
than the per cent noticing any adver- 
tising since multiple answers were 
allowed. ) 

Before television, about three out of 
four retailers had recently noticed na- 
tional advertising for products carried 
in their stores. After TV, 19 out of 20 
had noticed such advertising. Appar- 
ently, therefore, one effect of television 
is to make the retailer more aware of 
advertising. 

A second effect is to shift the pat- 
tern of attention. Before TV, the med- 
ium most noticed was newspapers.‘ 
After TV came to Fort Wayne,° the 

* Even at this stage, however, television was rated 


along with the other major media, through exposure 
to “fringe” reception. 


TABLE I 


Awareness of National Advertising 


Before yn 
TV V 


Noticed any advertising..... 77% 94% 

Noticed in: Television...... 21 71 
Newspapers ... 36 33 
Magazines .... 22 19 
ee 22 16 
Coupons ...... 3 1 
Billboards .... 3 1 
Bus cards ..... ” * 
Store displays.. * 0 


* Less than 1 per cent. 


TABLE II 
Customer Comment 
Before After 
TV TV 
Aware of comment.......... 68% 80% 
Comment on: Television..... 23 65 
Newspapers .. 15 9 
Coupons ..... 7 4 
RIO os sisss css 24 2 
Magazines ... 6 2 
Direct mail... 1 0 
TABLE Il 


Stocking New Brands 
Before After 
TV TV 


Stocked brands because of 


i 53% 61% 
Caused by: Television...... 12 41 
Newspapers ... 29 17 
Magazines 6 
oa re 13 4 
Coupohs ...... 2 4 
Billboards ..... 0 1 
Direct mail .... 0 * 
Store displays.. * 0 


* Less than 1 per cent. 


5 On the after-TV wave the difference in mentions 
for TV compared to the second-ranked medium is 
Statistically significant at the 5 per cent level of 
confidence. The differences for every question re- 
ported here are highly significant, most of them 
beyond the 1 per cent level. 
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dealers ranked television higher than 
the other three media combined. 


3. Customer Comment 


Word-of-mouth comment is, of 
course, one of the most effective means 
of promotion. Advertising that can 
create such comment greatly enhances 
its initial impact by such self-propa- 
gation. To check on this aspect of ad- 
vertising, the store managers were 
asked: “Which form of national ad- 
vertising seems to cause more comment 
among your customers ?” 

Again, the arrival of television ap- 
pears to have increased the total level 
of word-of-mouth comment, as well as 
shifting its sources. Before TV, most 
customer comment was prompted by 
radio, with television a close second. 
After TV, television was rated first by 
a wide margin. With greater emphasis 
on television, the responses for the 
other media decreased between surveys. 

Each dealer was probed further 
about why the particular medium 
caused customer comment. Some typi- 
cal responses for television are listed 
below : 


Because they see it demonstrated, 
they ask for it. 

Customers remark about things 
they see on TV. 

Customers come in and ask for 
grocery items. 

They see it and tell you what they 
want. 


4. Stocking New Brands 


The next phase of the investigation 
concerned the activities of the dealers 
within their own stores as a result of 
advertising: their stocking of new 
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brands, the extent to which they gave 
a brand special displays, or more or 
better shelf space. 

One of the most effective ways for a 
brand to increase its sales is to increase 
its distribution. Thus, the first in-store 
activity checked concerned the stocking 
of new brands not previously carried in 
the store. The question asked was: 
“Can you think of a brand or product 
that you have recently begun to stock 
as a result of its national advertising ? 
What brand was it? (For each brand 
mentioned :) What form of national ad- 
vertising was it?” 

Newspapers ranked well in the lead 
on the first study. After the TV sta- 
tion opened in Fort Wayne, television 
moved to the first position, with news- 
papers following. 

Dealers who mentioned TV were 
asked what prompted them to start 
stocking brands. Typical answers in- 
dicated that it was as a result of cus- 
tomer demand: 


Calls for it and people are inter- 
ested. 
Thought we might sell a lot of it. 
Customer demand—it’s _ selling 
better. 


Specific brands mentioned most often 
as being stocked as a result of TV ad- 
vertising were Johnson’s Wax, Pet 
Milk, Gleem Toothpaste, and Pride 
Furniture Polish. 

These findings suggest that televi- 
sion may have an unusual ability to 
“force” distribution for brands using 
the medium. 


5. Special Displays 


Once a brand gets into a store, effec- 
tive merchandising is an important fac- 
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TABLE IV 
Special Displays 


Page Ay 


Had given special displays... 42% 47% 


Caused by: Television...... 8 24 
Newspapers ... 20 17 

Magazines .... 10 8 

Radio ......... 13 7 

Coupons ...... 3 1 

Billboards ..... * 1 

* 


Store displays.. 1 
* Less than 1 per cent. 


tor in the consumer’s point-of-sale de- 
cision. Therefore, the questionnaire 
probed for the dealer’s responsiveness 
in this area also: “Can you think of an 
instance in which you have given a 
brand a special display as a result of its 
national advertising? What brand was 
this? What type of advertising was 
it?” The answers in Table IV report 
the medium responsible for the special 
display. 

Approximately half the dealers had 
set up special displays in response to 
national advertising. Newspapers were 
named as the leading medium before 
TV, with television ranked fourth. On 
the second wave, television had moved 
up to first place, with other media 
dropping back slightly in importance. 


6. Shelf Space 


The final aspect of in-store activities 
concerned the amount and quality of 
shelf space given to a brand. The store 
managers were asked: “Can you think 
of an instance recently in which you 
gave a brand more or better shelf space 
as a result of national advertising? 
What brand was this? What type of 


national advertising was it?” About 
one third of the dealers reported giving 
a brand more or better shelf space, the 
answers among this group following 
the same trend as previous questions, 
as shown in Table V. 

Comments of typical dealers suggest 
their reasons for giving brands more 
shelf space because of television : 


Try to keep wanted product in 
people’s sight. 

Easier access to customers. 
Advertising has increased sales. 


7. Medium Responsible for 
Advertising Success 


The payoff to a successful advertis- 
ing campaign is its translation into con- 
sumer action. To investigate this area 
each retailer was asked to name those 
national brands that had sold particu- 
larly well in his store recently, due to 
effective national advertising. He was 
then asked: “Which form of national 
advertising do you think was most re- 
sponsible for the success of —-———’s 
advertising campaign?” The results 
are shown in Table VI. 

The base-line survey showed news- 
papers first. Six months later TV 
ranked first with nearly three times the 
score of newspapers. After TV came 
to Fort Wayne, nearly two of every 
three dealers thought TV was most 
responsible for a recent successful ad- 
vertising campaign in their store. 

Brands cited by the retailers as sell- 
ing particularly well due to their TV 
advertising included Jello, Tide, Col- 
gate Toothpaste, Johnson’s Wax, Pet 
Milk, and Lilt Home Permanent. 
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TABLE V 
Shelf Space 
“ir 
Had given more or better shelf space............seeeeeeeeeeeeeceee 32% 37% 
ey Git TOMS ia cvecdcocceccctecsessenatapureseseohans 8 25 
a ath ais one vnacas yan tbdbeeeeeoen 17 10 
MN igs x 5 ee eRRRUEE Kid wea ude cn babeeas Coe ae 9 4 
CID. ce 6 decicevessseesiheii tape en 7 3 
GREER -nvntie nuvsinie duaéeureaiutedsebeeeesbaceien 2 2 
TABLE VI 
Medium Responsible for Advertising Success 
Sage Afy 
Could sance @ mucmeseieel CAMIIIIII. 650i. 6 oo cigs sc cvcuccescedesiasines 72% 81% 
Miatirrs  PORBONIIEOE S TRPUINON. ois oii bic eSccetccvadeenvuvenesess 18 63 
ODED cbs saa suesnvnd ccs sOeeeee ees 35 23 
NS icin ass ds oncee bee na nebeeiene 15 10 
PD ce envekcessccesvduds on ebeds cetueeneae 23 8 
SIE, Sikes Ves dese ween sie ee cane 8 2 
I acs Cdsive Scan CEres Osea eee dhe 1 0 
PN 606 a SecSwe os ocak tenn scceecupeennen * 0 


* Less than 1 per cent. 


8. Media Recommendations 


The preceding tables indicate that 
the dealers were greatly influenced by 
television in both attitude and action. 
One of the key questions posed to the 
dealers served to summarize their opin- 
ions of the relative effectiveness of the 
various advertising media: “If the 
head of one of the companies whose 
products you carry should ask your 
advice on planning a national advertis- 
ing campaign, which form of advertis- 
ing would you suggest they use?” 

Both before and after TV, television 
emerged as the medium most dealers 
would recommend for a national adver- 
tising campaign. Probably the high 
position of TV on the first wave repre- 
sents the general prestige of the new 
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medium. The final wave showed nearly 
three out of four dealers recommending 
the use of television, with mentions of 
other media decreasing somewhat. 
The answers to this important ques- 
tion were followed by further probing. 
A sampling of the answers by dealers 
choosing TV are shown below: 


More people see item. 

People see as well as hear—stays 
with you longer. 

People pay more attention to it. 
Produces more immediate results. 
People can see active advertising 
and remember that longer. 


These data suggest that the retailers 
believe television to be the strongest 
national advertising medium available 
today. 
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TABLE VII 
Media Recommended by Retailers 


a 


Would give recommendations... 86% 90% 
Recommended: Television ..... 43 73 
Newspapers ... 33 28 
OS errr 32 12 
Magazines ..... 12 5 
Coupons ....... 3 3 
Window posters. 0 * 
Direct mail .... 1 as 
Store displays.. 1 0 
Bus cards ...... * 0 
Billboards ..... * 0 
* Less than 1 per cent. 
TABLE VIll 
Media Recommendations by Type 
of Store 
Grocery- Drug- 
Store Store 
Managers Managers 
NI. SS occsscceccsaes 72% 74% 
Newspapers ............. 30 21 
ee ee 10 19 
Magazines ............5.: 3 15 
Window posters .......... 0 2 
ERNIE, ks.as osu dbus oesee' 4 0 
BPE ase oS cecicce 1 0 
TABLE IX 
Media Recommendations by TV 
Ownership 
TV Non- 
Owners owners 
UO Ki vd iwnid ce cians 80% 52% 
Newspapers ............. 26 35 
iis ps cs Mw cess 9 18 
er: Serre 5 5 
ES inne padndesn 3 5 
Window posters .......... 0 z 
EE che ca diind soon 1 0 


9. Drugstores Compared to 
Groceries 


Food and drug retailers have been 
grouped together in the tabulations 
thus far. To give an indication of their 
similarities and differences, Table VIII 
compares their answers to the final 
question on media recommendations 
for the “after TV” wave of the study. 

In both types of outlet the majority 
of the store managers recommended 
television as the choice for national ad- 
vertising, with newspapers, radio, and 
magazines following in that order. 
Likewise, on most of the other ques- 
tions the responses of grocery- and 
drug-store managers were found to be 
in considerable agreement. 


10. TV Owners Compared to 


Nonowners 


It is also of interest to examine the 
answers to the key question of adver- 
tising recommendations when the re- 
tailers are classified according to their 
personal ownership or nonownership of 
a TV set on Wave II. Table IX re- 
ports these results for the “after TV” 
wave. 

Two points of interest are disclosed 
by these figures. First, the dealer’s at- 
titude is influenced by his personal ex- 
perience ; those who own TV sets are 
more likely to believe TV is the most 
effective advertising medium. Second, 
even the quarter of all dealers who do 
not personally own a television set 
would recommend the use of a televi- 
sion campaign more often than a cam- 
paign in any other advertising medium. 


(Continued on page 48) 
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complete abandonment of every attempt 
or too great reliance on a crystal ball. 

Sufficient information and data are 
now at hand to validate certain ele- 
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quent, more comprehensive examina- 
tion. 

One of the difficulties attendant upon 
any objective determination of center 
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impact is the ramification inherent in 
the subject. For purposes of this dis- 
cussion, attention will be restricted to 
three elements : 

1, The effect on local employment 

2. The financial impact on a com- 
munity in terms of taxes, services, or 
property values 

3. The competitive and diversionary 
effects for area merchants 


Local Employment 


The creation of employment by a 
regional shopping center can be aptly 
illustrated by the Cross County Center 
in Yonkers. Still in the process of com- 
pletion, this development provides a 
cogent example of how new employ- 
ment demands may help ease the shock 
of dwindling economic opportunity 
within a given area. 

The year 1954 saw the closing of one 
of Yonkers’ major manufacturing en- 
terprises, the Alexander Smith carpet 
concern employing more than 2,000. 
Almost coincident with this closing 
came the opening of the Cross County 
Shopping Center. Less than a year 
after the opening of the latter, even 
though yet under construction, the cen- 
ter was already employing 700 persons. 
To this have been added, as the Wana- 
maker and Gimbel buildings have been 
completed, an estimated 1,400 addi- 
tional employees, according to official 
figures. Eventual full-time employment 
in the center is expected to be in the 
neighborhood of 2,500, a figure exceed- 
ing the 2,200 employed by Alexander 
Smith at the time of its shutdown. Nor 
is this the complete picture, for to this 
shopping-center total could be added 
the part-time employment that occurs 


at the Christmas season and other peak 
buying periods, thus bringing the total 
to 3,500. While there is no intent to 
argue that there has been an identical 
interchange of labor between Alexan- 
der Smith and the Cross County Cen- 
ter, the fact remains that some of the 
economic slack caused by the Yonkers 
mill shutdown has been taken up by 
the operation of the center. And there 
is, in fact, a demonstrable areal gain 
in employment. 

In other areas where large shopping 
centers are getting underway, there are 
similar additions to the labor force. 
The Thruway Super Plaza near Buf- 
falo has shown a growth in employment 
in each of four years of operation, as 
it successively enlarges in terms of 
stores and volume. The same is prov- 
ing true for Shoppingtown near Syra- 
cuse, which opened with 500 employees 
in March of 1955. In the future one 
can speculate on the Webb and Knapp 
development at Roosevelt Field, which, 
including R. H. Macy, is expected to 
employ between 3,000 and 3,500 per- 
sons. Green Acres Shopping, now 
building near Valley Stream on Long 
Island, may employ almost as many. 

Judging from the employment fig- 
ures, the suburban developments have 
had less difficulty than was originally 
anticipated in recruiting suitable and 
sufficient employees to staff their stores. 
Experience has generally demonstrated 
that help is relatively easy to come by, 
especially if shopping-center operations 
are located adjacent to new residential 
developments. Employee surveys have 
verified the assumption that the attrac- 
tion of “close to home” was a chief 
motivating factor. 
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The employment situation was once 
summarized succinctly at a National 
Retail Dry Goods Association conven- 
tion by Jay Runkle of Crowley, Milner 
and Company. He stated that in his 
store’s experience it was far easier to 
staff branch stores than a downtown lo- 
cation; in fact, one of the major diffi- 
culties in building up the whole down- 
town area was that of labor recruit- 
ment. Since store employment was a 
“natural” for a married woman, he 
pointed out, what could be more logical 
than for her, as a suburbanite, to be- 
come employed near her home in a 
shopping center? Runkle further added 
that it was also more convenient for 
some male executives since “most men 
on a supervisory level were already 
living in the suburbs.”” (On this latter 
score, his experience differs with that 
of Carson, Pirie and Scott, who found 
that most men preferred to work down- 
town where “prestige, seniority, etc., 
are more of a factor.”’) 

One last aspect of the employment 
factor is that in numerous cases mar- 
ried women from the locality—many 
without previous job experience—pro- 
vide the major supply of employees for 
a shopping center. In Chicago’s Ever- 
green Plaza, only half of those em- 
ployed had ever worked before. Ex- 
perience has demonstrated that the 
salesperson’s neighborhood origin has 
often had a beneficial effect on cus- 
tomer relations, since there is a strong 
community of interest between the 
people on either side of the counter. 
In this respect alone, a shopping cen- 
ter will produce an effect on a region, 
particularly after the development has 
had sufficient time to create a flavor 
and identity of its own. In suburban 
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areas, as in others, where newcomers 
must develop new friends and living 
patterns, the tie between a shopping 
center (through the medium of its 
salespeople) and its customers may 
prove to be an important determinant. 
It is certainly one of the factors that 
bear on the attempts of regional center 
developers to recreate the ancient 
Greek agora with its idea of marketing 
at ease, in comfort, at leisure, and in 
a friendly atmosphere. 


Financial Impact 


As described in the second article of 
this series in the JoURNAL OF RETAIL- 
ING, the establishment of a regional 
shopping center makes certain demands 
upon public services while coincident- 
ally resulting in financial benefit to the 
community. Local government stands 
to gain both from direct tax payments 
and, indirectly, from a rise in real 
estate values. As a Teaneck realtor has 
publicly noted in his comments on de- 
velopments in New Jersey, “The com- 
ing of regional shopping centers to 
Route 4 has accentuated the rise in 
property values along our main high- 
ways.” He added that the financial im- 
portance of this factor can be better 
appreciated by realization that prop- 
erty values along Routes 4, 17, and 46 
“have more than tripled in the past ten 
years.” 

In its 1955 report, the Westchester 
County Department of Planning esti- 
mates the beneficial influence on local 
property of the Ridgeway Shopping 
Center in nearby Stamford, Connecti- 
cut. Two comparable indices of prop- 
erty values are provided, each based on 
an analysis of prices paid for homes 
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since plans for the shopping center 
were first announced in 1943. One in- 
dex is descriptive of the residential 
area around the Ridgeway Shopping 
Center, while the other is representa- 
tive of a comparable area elsewhere in 
Stamford. This comparison follows, 
the indices of the reproduction being 
rounded off or approximated for the 
sake of convenience : 


Property Values 


Shopping 

Center Comparison 

District Area 
RD eis sx pas eee 100 100 
ee eee 125 116 
eee ee 168 137 
eee eee T 193 163 
| Ra ere 212 202 
Sarre 232 208 
Ere 222 210 
_. | re 240 211 
| Mere ere 253 215 


It is likely that real estate values in 
every regional shopping center area 
would show some divergence from the 
precise pattern above but the basic 
trend would be parallel. In somewhat 
the same sense no single example of 
tax yield could hope to be honestly 
illustrative of that accruing directly to 
every community by virtue of a neigh- 
boring regional center operation. But 
it is equally likely that the pattern 
would be similar, although differing in 
some degree due to background cir- 
cumstance. 

Some idea of the ascribable impor- 
tance and impact of this tax factor can 
be gained by citing the case of the 
Cross.County Center. By virtue of the 
center’s location within the city limits, 
Yonkers expects to benefit by some 
$300,000 annually. This yield will, 


furthermore, be from “clean” réal es- 
tate taxes or taxes that cost the city a 
minimum in services. 

On a smaller but more continuous 
scale is the tax experience for Stam- 
ford in relation to the Ridgeway Shop- 
ping Center. Quoting again from the 
1955 report of the Westchester County 
Department of Planning: 


The city of Stamford will collect 
almost $47,000 in real estate taxes 
from Ridgeway in the current 
fiscal year, as against $2,376 be- 
fore the land was developed. Ad- 
ditional personal property taxes to 
be paid by the commercial estab- 
lishments on the site will yield 
more than $22,000. The shopping 
center means some expense for 
city services, but if the land had 
been developed with residential 
buildings more services would 
have been required and the tax 
yield would have been less. 


Never do all the residents of a locality 
regard the advent of a regional shop- 
ping center as an unmixed blessing. 
This is one reason, as noted heretofore, 
that such developments do not sud- 
denly spring into operation, strewing 
the area with a golden stream of tax 
revenue. Instead, their creation is 
preceded by a long period of planning 
coincident with a process of lulling the 
clamor of the local population. For by 
the time loca’ opinion sounds off, it 
must be generally sweetened. As a 
case in point, consider one of the back- 
ground situations underlying Allied 
Stores’ 100-acre Bergen Mall develop- 
ment. 

As a part of its over-all plan, Allied 
needed rezoning of a 15-acre strip 
bordering a “map” road in the village 
of Maywood. Local reaction to this 
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request for commercial rezoning typi- 
fied a split in citizen opinion, which 
was not unique to Maywood. One 
faction felt that yielding of this buffer 
strip would forever destroy its residen- 
tial quietude, while another group of 
local citizens appeared more mindful 
of the financial benefits that the village 
could derive from Bergen Mall’s desire 
to tie into the local sewer system. Ber- 
gen Mall has offered to pay for this 
convenience the sum of $250,000, or 
an amount equivalent to slightly more 
than the outstanding bonded indebted- 
ness of the village sewage system. Nor 
did the benefit stop there, for annual 
sewage disposal fees alone would there- 
after yield the village an estimated $18,- 
000 a year. In addition, a ten-foot buf- 
fer zone has been created, which will 
be fenced, shrubbed, drained, etc. This 
agreement has been reached, however, 
only after months of factional dispute. 
In regard to this civic question, all ac- 
tions of the Town Council have been 
hotly debated, for local feeling has run 
high, particularly among residents of 
the area directly affected. 


Merchandising Competition 


The competitive impact of any shop- 
ping center upon established nearby 
stores has been, and will be, a contin- 
uing source for speculation. As to the 
degree and extent of competition from 
small shopping centers, there is con- 
siderable room for debate. There is no 
question, however, but that on a re- 
gional basis and over a period of time 
a toll of lost and scattered profits will 
surely be taken by the trend of mer- 
chandising that large centers reflect. 
No less a practitioner and authority 
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than William Zeckendorf has stated: 
“As against a finite sum of purchasing 
power in a given metropolitan area 
[suburban] shopping centers cannot 
help but detract from the business of 
[urban] shopping areas.” At best, the 
long-term outlook for even such busi- 
ness areas as 34th Street in New York, 
he suggested, “might be a continuation 
of the same dollar volume of business 
but a declining proportion of the entire 
area’s merchandising.” 

As to the more immediate and local- 
ized effect of new shopping-center 
competition, there is a wide spread in 
opinion. This is partially due to the 
fact that the full competitive effect of 
a center is not immediately apparent. 
This comes about because of the time 
lag that occurs before customers com- 
pletely change their normal pattern of 
shopping habits (some never do) and 
partly because of the length of time 
necessary to establish a giant retail 
center. Just as a shakedown cruise is 
a more complicated necessity for an 
aircraft carrier than for a rowboat, so 
must there be an initial period of time 
before a regional center becomes ad- 
justed to a smooth operating pattern. 
For example, an expansion of twenty 
per cent in volume between the first 
and second years of operation is not 
only not unusual but is regarded by 
some developers as a normal criterion. 
A period of approximately five years 
is about the normal maturation. 


Local Reaction 


During this interim, while the re- 
gional center is developing its full head 
of steam, local merchant reaction ap- 
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pears to fall into one or more cate- 
gories, often overlapping. Most char- 
acteristic is the “wait and see” group. 
Closely allied to this school of thought 
are those of an optimistic nature who 
anticipate an “overflow” of business, 
particularly from increased _ traffic 
along the highways leading toward a 
shopping center. This group, in West- 
chester for example, believes that the 
existence of the Cross County Center 
may eventually help their component 
businesses by keeping customers with- 
in the county who might otherwise do 
their shopping in New York City. 

In one Westchester community not 
too distant from a new $30,000,000 
shopping center, the Chamber of Com- 
merce secretary was asked his opinion 
about what he thought his local mer- 
chants might do. He characterized 
them as “aroused and sort of milling 
around, but they don’t know yet which 
direction to take.” It is ironic to re- 
port that the one positive action the 
citizenry has taken in that locality is 
to turn thumbs down on a proposed 
centrally located 530-car parking lot. 

Not all merchants, to be sure, have 
maintained such an ostrich attitude. 
According to the New York Herald 
Tribune, the establishment of Cross 
County “has caused many merchants 
to spruce up their own establishments 
and sharpen their competitive wits.” 
This type of enterprise and initiative is 
more in keeping with that experienced 
two years earlier and related by Hus- 
ton Rawls at a conference of the 
American Society of Planning and De- 
velopment Agencies. When this latter 
developer was asked whether he 
thought suburban shopping centers 


had harmed established businesses in 
nearby communities, he replied: 


Some merchants have been hit, 
but without exception they have 
been the complacent ones. Others 
are doing more business because 
they have gotten off their humps, 
for one thing. They have improved 
their stores, done more co-opera- 
tively, and publicity is better, and 
their parking facilities have been 
improved. 


While agreeing with this same funda- 
mental contention, a contrary but con- 
ditional conclusion was voiced by Ale- 
vizos and Beckwith in their study of 
Greater Boston. They noted that “if 
the downtown stores and especially the 
shopping centers really do the jobs of 
which they are capable, there are many 
‘shopping squares’ that are going to 
feel the increasing pressure of a 
squeeze.” In the meantime, the reverse 
has often been true with several such 
“shopping squares,’ as Quincy and 
Waltham pressing out against their 
competition rather than being squeezed 
by it. In fact, both Quincy and Wal- 
tham lead the Chestnut Hill and Shop- 
pers’ World shopping centers in 
volume. 

Waltham, a hub of bus routes from 
adjoining cities and towns, had had 
the advantage of a good head start 
over neighboring shopping centers, 
which have had to start from scratch. 
Beyond this, moreover, its alert leader- 
ship has merchandised and promoted 
the community as a retail center. 

Quincy, too, through the dynamic 
action of alert retailers, with the aid 
of municipal government and a strong 
local newspaper, has been able to stave 
off competitive inroads. Sales promo- 
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tions have been co-ordinated with a 
co-operative program of night open- 
ings, credit, etc. ; public transportation 
officials have awareness of retailing’s 
import ; and a noteworthy program of 
creating ample parking areas has been 
evolved and followed through. In the 
latter process, some fourteen off-street 
parking lots have been obtained by the 
municipality and equipped with 1,540 
meters. These parking spaces (which 
are in addition to 1,000 metered curb 
spaces) return the city a net of about 
$5,000 a year, as well as having helped 
to reduce the tax rate by some $2.40 
per annum. 


Transportation 


One factor that should not be over- 
looked in any assessment of the eco- 
nomic competition brought upon sub- 
urban localities by a regional shopping 
center is that of transportation. While 
it is generally agreed that the majority 
of customers will drive their cars to 
shop at centers, experience has indi- 
cated the importance of not overlook- 
ing any type of transit (as previously 
cited, for instance, one third of the 
customers at Evergreen Plaza come 
without cars). In a 1953 survey which 
covered potential customers living 
within a thirty-mile radius centering 
on Boston, an area containing twenty- 
nine recognized shopping districts 
other than downtown, approximately 
eleven per cent of the residents sam- 
pled said they would like to, but could 
not, shop in suburban centers because 
of the difficulty in reaching the store 
project. Lacking an automobile and 
with bus transportation admittedly in- 
adequate, it was necessary for this 
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group to use what public triasit was 
available ; i.e., that syster. which was 
headed for downtown Boston—even 
though their preferred shopping was 
in the opposite direction. 

A generally similar finding was 
noted by Professor C. T. Jonassen of 
Ohio State University in his study of 
the Columbus area. In point of fact, 
the author emphasizes public transit 
in one of the report’s conclusions by 
stating that “more attention should be 
paid to locating shopping centers 
where there is public transportation 
available.” 

In this connection an interesting 
study of shopping habits and travel 
patterns has been made by the Auto- 
motive Safety Foundation under the 
direction of the Highway Research 
Board, results of which were published 
in January 1955. These data delineate, 
among other things, the marked differ- 
ence between the habits of shoppers 
using public transit and of private 
automobile users. Shopping habits of 
transit riders reflect the service pro- 
vided by the transit system to various 
shopping centers, particularly its fre- 
quency and extent. The more mobile 
auto shopper seems to conform to 
Reilly’s principle of retail gravitation ; 
i.e., the drawing power of a shopping 
center is related directly to its size and 
inversely to the square of the distance 
from the center (both “size” and “dis- 
tance” being specially defined). 


Market Draw 


Of greatest significance, however, is 
the finding that in traveling to sub- 
urban shopping centers (as opposed to 
downtown) distance and distance only 
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is a disproportionately more important 
factor. A graph of Silver Spring 
(Maryland) shopping-center arrivals, 
for example, displays an unsymmetri- 
cal curve with maximum frequency 
(for both transit and auto passengers ) 
only one mile from the center—and 
that in the opposite direction from 
Washington’s central business district. 
Analysis of other centers and the type 
of shopping done therein would indi- 
cate, moreover, in the case of conveni- 
ence goods stores, that their draw is 
seldom in excess of two miles or six 
minutes in terms of auto travel. It 
would then seem that center developers 
must be careful in their preplanning to 
restrict judiciously the number of con- 
venience-goods outlets in favor of 
shopping-goods stores. Thus can the 
centers be relieved of the conflicting 
traffic volumes caused by convenience- 
goods shoppers, as well as extending 
the distance factor for the average cen- 
ter customer to a maximum frequency 
of about five miles. 

Attempts to measure the pull of a 
shopping center (or inversely, its com- 
petitive impact) have been frequent. 
Successes have, however, been some- 
what less numerous than the total 
number of attempts due to the neces- 
sary revision of theory to accord with 
customer habit in practice. For ex- 
ample, earlier regional centers were 
predicated upon a wide market draw. 
Trading areas were estimated (and 
publicized) as a circle with a fifty-mile 
radius. In actuality, this was not far- 
fetched if one can judge from the early 
experience of Shoppers’ World, where 
customers traveled some distance to 
reach the center. Only 11.2 per cent 
came directly from Framingham, while 


more than half of all customers derived 
from noncontiguous areas. 

With the evolution and proliferation 
of all sizes of shopping centers, recent 
experience would indicate the localiz- 
ing of a center’s drawing power, as 
evidenced by the Automotive Safety 
Foundation data heretofore mentioned. 
A sample of customer origin on an 
“average day” in October 1954, for 
example, indicated similar experience 
for the Cross County Center. Of some 
30,000 shoppers, more than one third 
lived in Yonkers, while almost one 
quarter lived in the adjacent borough 
of the Bronx. This would indicate that 
more than half of all shoppers live 
within twenty minutes’ driving time 
of the center. Of all customers on this 
sample day, approximately three out 
of every four came either from the 
Bronx or from communities within 


southern Westchester County. This . 


trend would still seem to be in effect 
if one may generalize from what oc- 
curred at the last September opening 
of Gimbel’s Westchester in the same 
center. Of the 650,000 persons who 
entered the store and bought $100,000 
worth of merchandise on the opening 
day, the buyers came largely from 
northern Bronx and southern West- 
chester. With current experience such 
as this, it is not surprising to note such 
forthright periodicals as the Dowmn- 
town Idea Exchange asserting : “Early 
centers drew shopping traffic from 
many miles away. Today most shop- 
ping centers get 85 per cent of their 
volume from the immediate area, or a 
ten-minute drive at the most.” 

While such may prove a crumb of 
comfort, or possibly a whole loaf, for 
the merchant more distant than ten 
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minutes’ driving time from the center, 
it should not obscure the intensity of 
regional competition thus induced. A 
compounding of this competition is 
likewise implicit in the knowledge that 
the number of suburban centers is not 
decreasing but rather continuing to in- 
crease almost weekly. While authori- 
ties estimate that only one out of every 
five announced will ever come into ac- 
tual being, and that only half of these 
will ever be more than moderately suc- 
cessful, no suburban merchant can af- 
ford to regard this rate of expansion 
with complete complacence. 

It is a fact that shopping centers 
seldom draw customers from areas be- 
yond neighboring centers and then 
only when the former can offer a 
greater attraction in goods and serv- 
ices. With the growth in number of 
centers, according to Downtown Idea 
Exchange, “shopping centers now 
compete with each other more than 
with downtown and this rivalry among 
shopping centers is becoming more bit- 
ter and more expensive with every new 
center built.” However, these disclo- 
sures, by themselves, do not signify 
that the “safely remote” downtown 
districts are mere viewers at a spec- 
tacle of internecine carnage performed 
by outlying centers. On the contrary, 
findings of the Highway Research 
Board emphasize that “the central 
business district’s drawing power is 
materially affected by the distribution 
of outlying shopping centers.” Citing a 
study of the Washington, D.C., area 
as one portraying basic patterns, one 
of its reports has pointed out that, as 
distance increased beyond two miles 
from the central business district, there 
was a gradual decrease in the number 
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of shopping trips downtown and a cor- 
responding increase in trips to shop- 
ping centers. This trend, of course, 
reflected the existence of outlying cen- 
ters and the influence of increased 
travel time between the outlying resi- 
dential areas and the central business 
district. 


Downtown versus the Suburbs 


Downtown retailers need no detailed 
analysis or scientifically conducted re- 
search to apprise them of the fact 
that suburban regional shopping cen- 
ters mean competition for the shopping 
dollar. Few merchants (and no comp- 
trollers) should be deluded by an over- 
all increase in dollar sales per se, for 
they should know that, on a relative 
basis, their proportion of area retail 
sales is being steadily lessened. A few 
figures may serve to illustrate this fact, 
which, though basic, is sometimes ob- 
scured by the sheer bulk of business 
accounted for by downtown operation. 

- Not an average case but, rather, an 
extreme one is that of downtown Los 
Angeles where department-store sales 
between 1930 and 1953 decreased from 
75 per cent of the county total to 29 
per cent (although dollar total was 
up). Several years ago in the same 
area the May Company reported that 
half its volume came from its suburban 
operations ; simultaneously the Broad- 
way Store registered 60 per cent from 
the suburbs. Today the proportion of 
the latter may be even larger if one 
may make a flying conjecture based on 
the fact that Broadway’s best customer 
generator—the Crenshaw Development 
—has doubled its dollar volume (in 
round numbers) since 1948. 
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For a different part of the nation, 
the United States Department of Com- 
merce has reported 1953 downtown 
sales for Dallas as approximating those 
of 1948, at about $170,000,000. For the 
Dallas metropolitan area during the 
same period, however, sales jumped 
from $226,000,000 to $837,300,000, 
with the downtown share declining 
from 27.7 per cent to 20.4 per cent. 

The Highway Research Board has 
noted similar trends in its study of 
downtown city districts as against total 
sales in various metropolitan areas. In 
general, it reports a decline in both 
convenience and shopping goods, 
though more pronounced in the for- 
mer. Between 1940 and 1950, for ex- 
ample, shopping-goods sales in down- 
town Columbus dropped from 94 to 90 
per cent. In Detroit total retail trade 
in the downtown area dropped from 
26 per cent in 1939 to 20 per cent in 
1948. Sales in the downtown section 
of Seattle from 1939 to 1948 declined 
from 40 per cent of the city’s total to 
35 per cent. In San Francisco the 
city’s share decreased from 51 per cent 
to 44 per cent, while in Oakland the 
figure went from 24 to 23 per cent. In 
Baltimore, Hunter, Moss and Com- 
pany reported that between 1946 and 
1955 downtown department-store voi- 
ume declined 3.9 per cent—with one 
exception, a continuing decrease each 
year since 1945, 

Examples could be introduced at 
length, but one more, from the East, 
should be sufficient to suggest the ex- 
istence of a nationwide trend. A Fed- 
eral Reserve study of department stores 
in the New York metropolitan area, 
released in 1955, emphasized declining 
department-store sales in the down- 


town areas (as against a suburban 
rise), although acknowledging that the 
downtown stores still account for the 
bulk of volume. Dollar volume of de- 
partment stores in Manhattan and 
Brooklyn dropped 15 per cent between 
1948 (the postwar peak) and 1954. In 
contrast, department-store sales in the 
outlying sections of New York City 
and in the surrounding suburban areas 
have grown rapidly in the postwar 
period. Sales in these areas have risen 
steadily and substantially each year 
since 1946. Between 1946 and 1954 
the over-all gain in department-store 
sales in the suburban part of the metro- 
politan area was about 160 per cent. 

The largest expansion in depart- 
ment-store sales has occurred on 
Long Island, particularly in Nassau 
County. In the four counties that 
comprise Long Island—Suffolk, Nas- 
sau, Queens, and Kings (but exclud- 
ing downtown  Brooklyn)—depart- 
ment-store sales rose about 235 per cent 
between 1946 and 1954. In Westches- 
ter during the same period sales in- 
creased by more than 200 per cent. 
Total suburban sales rose from 12 per 
cent of all New York metropolitan 
area sales in 1946 to 27 per cent in 
1954. 


Branch Activity 


A factor in this suburban spurt has 
been the increased branch activity of 
downtown department stores, indepen- 
dents, and chains. In the New York 
metropolitan area, the number of branch 
department stores in the suburban por- 
tion has tripled during the postwar 
period. Moreover, aggregate sales of 
these branch stores have expanded at 
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such an accelerated rate that their last 
year’s volume was more than seven 
times that of 1946. This not only re- 
flects new branch operations but ex- 
pansion of existing branches, in turn a 
reflection of increased population in the 
suburbs and concomitant augmented 
retail opportunities. Could it be that 
downtown operators have learned, the 
hard way, no longer to boast of being 
“all trunk and no branches” ? 

A 1953 survey by the National Re- 
tail Dry Goods Association of the na- 
tion’s department stores disclosed that 
22 per cent already had branches and 
another 9 per cent (each having an 
annual volume exceeding $1,000,000) 
planned additional branches. Branch- 
owning stores report an average ct 2.6 
outlets each, half of them in shopping 
centers. During 1953 this same subject 
was surveyed by New York Univer- 
sity’s School of Retailing. Director 
Ellsworth reported that while 18 per 
cent of all types of stores with branches 
were planning to discontinue them, the 
predominant evidence was in the oppo- 
site direction; one out of five stores 
without branches planned to expand, 
while an additional 35 per cent, which 
already had branches, were planning 
on more such units. One trade journal 
reports that “in the last five years de- 
partment-store selling in the suburbs 
has more than kept pace with suburban 
growth. Over 200 branch department 
and specialty stores have been opened, 
most of them with annual sales volume 
between three million and ten million 
dollars.” 

With such a trend in motion, is there 
any evidence to support the apparent 
contention that suburban branches are 
preferable to, or more profitable than, 
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downtown operations? The answer is 
decidedly in the affirmative. A quota- 
tion taken almost at random—in this 
case an observation by the Federal Re- 
serve Bank of New York—may suffice. 
“Branch units, as has been the pattern 
for some time now, are doing better 
than the main store. The percentage 
shown in most branches is from three 
to five times better than that recorded 
by the main store.” For purposes of 
this article, the item of significance is 
that the considerable number of sub- 
urban branches in the nation cannot 
help but have a significant effect on the 
downtown market. And in this move 
to branch out, to reach new (and old) 
customers in the suburbs where they 
now live, regional shopping centers 
have played an integral part. 

As they continue to build up a suc- 
cessful record of operations, there is 
slight reason to doubt that there will 
be spawned more and larger shopping 
centers. In this expansion it is inevi- 
table that suburban developments will 
continue to depend on branches of 
downtown department stores as their 
nuclei. There is irony in this situation. 
Since each branch operation has its 
roots in a downtown store, is not the 
urban parent in the anomalous position 
of siring offspring to compete with 
itself? Regardless, the merchant with 
one foot in the suburbs and one down- 
town finds himself in an ambivalent 
position. Which way shall and should 
he jump? At this juncture it is wise to 
beware of one type of muddled think- 
ing. It is not the regional shopping 
center per se that spreads the seeds of 
retailing competition for the downtown 
district but the larger suburban move- 
ment of which it is but one manifesta- 
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tion. Shopping centers are, at the same 
time, both a cause and an effect of sub- 
urban growth. It has been said: “If 
shopping centers didn’t exist, they 
would now have to be invented.” 


The Downtown Blues 


Professor Malcolm P. McNair of the 
Harvard Graduate School of Business 
Administration has pointed out that the 
suburban trend has not doomed down- 
town, but “we must move promptly to 
modernize the downtown area, provid- 
ing express highways, off-street park- 
ing and better and faster transporta- 
tion. It’s a political problem, involving 
the efficiency of the city government, 
tax rates, and the reconciliation of 
many conflicting interests. Therefore 
it is a problem that requires a deter- 
mined effort on the part of merchants, 
banks, newspapers, transportation au- 
thorities, real estate companies, inves- 
tors, and public officials.” In the same 
vein, the Urban Land Institute has re- 
peatedly emphasized the necessity of 
prompt action “to cope with dilapida- 
tion and decay in the case of the down- 
town business districts of smaller cities 
and shopping areas in the city’s older 
residential sections.” Downtown ob- 
solescence is a very real threat. In ad- 
dition, many older business districts 
(whether downtown or outlying) “are 
disintegrating rapidly in the face of 
competition from new outlying shop- 
ping centers.” The institute points out 
that business districts can be rehabili- 
tated successfully but only if munici- 
palities, owners, and tenants will adopt 
realistic conservation plans. 


Rehabilitation measures are impor- 
tant to municipalities for one very prac- 
tical reason, if no other. Decay of the 
downtown business district affects 
municipal tax returns. In Seattle, as- 
sessments for the total city are up to 
35 per cent, but the central business 
district is down 27 per cent and its re- 
tail core is down 6 per cent. A 1954 
survey reports that as much as 13 per 
cent of Milwaukee’s total assessed 
value derives from the central business 
district; that Detroit has a virtually 
similar composition ; and that the main 
business area of Philadelphia is respon- 
sible for 17.4 per cent. In addition to 
the downtown district, the taxable con- 
tribution by outlying shopping districts 
of the city is important. In Chicago, 
for example, districts outside “The 
Loop” do an annual business of over a 
billion dollars. They employ 60,000 
people and pay annual wages of over 
$133,000,000. Assessed valuation of 
these districts is estimated at over 
$200,000,000 according to the Chicago 
Plan Commission. In other cities of 
the nation, shopping districts account 
for between 15 per cent and 20 per cent 
of total assessed property values. 

As pointed out previously, the diffi- 
culties of the downtown districts can- 
not be ascribed solely to suburban com- 
petition in the form of regional shop- 
ping centers. However, the trend of 
merchandising that these centers repre- 
sent is a threat to the downtown area, 
and one that should be faced realisti- 
cally. Does it surprise anyone to find a 
recent study, quoted by The New York 
Times, of downtown areas wherein 27 
out of 32 had lost as much as one fifth 
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of their retail stores while the num- 
ber in the suburbs was climbing by 68 
per cent? And, to harry the downtown 
merchant even further, there is the un- 
comfortable knowledge that some of 
the conditions threatening his profitable 
existence are basically city rather than 
retail problems. He hopes that, in time, 
suburban shopping centers will reach 
a zenith and be overdone but realizes 
that the saturation point is probably not 
in immediate prospect. He seems to 
agree reluctantly with the editors of 
Grey Matter who have said: “The de- 
velopment of shopping centers will con- 
tinue despite some overbuilding, some 
poor choice of locations, some ineffici- 
ent organization. By 1965, this trend 
will have been stabilized and will dis- 
play a new pattern of distribution.” 

If the downtown retailer chooses to 
be philosophical, he may adopt the 
point of view that any loss in his down- 
town trade may be more than made up 
through the success of his suburban 
branches. If he chooses to be optimis- 
tic, he can find grist for his mill in a 
statement made by a speaker at the 
United States Chamber of Commerce 
1954 Businessmen’s Conference on 
Urban Problems. Mr. Newton Farr 
said: 

It is a fact that the establishment 
of suburban stores had added cus- 
tomers for our major department 
stores by helping to create the 
downtown location. ... This is 
the case with a certain downtown 
store with which I am familiar in 
Chicago, where the establishment 
of outlying branches has created 
new customers, created new ac- 
counts, and some of those cus- 
tomers and accounts are reflected 
in the downtown business. 
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If the downtown retailer chooses to be 
more sanguine, he can turn to Allied 
Stores’ Earl Puckett, who has long 
forecast that since suburban growth 
would be dynamic “downtown store 
volume would become static although, 
if it is well operated, it could still be 
profitable.” If the downtown retailer 
cannot fit his mood to any of the fore- 
going but feels more pessimistic (or 
perhaps realistic), he can note Perry 
Meyers’ prediction for New York City: 
that eventually downtown stores will 
only get about 25 per cent of the 
money spent by the 14,000,000 persons 
of the metropolitan area. 


Future Profit Potential 


There is, obviously, a wide range in 
opinion on the future profit potential 
of downtown stores. Often overlooked 
in a too-hasty search for a panacea is a 
fundamental that might eventually 
prove more crucial—the threat posed to 
the character of downtown stores by a 
suburban trend and shopping centers. 
In Los Angeles, for example, Bullock’s 
reports that “the whole character of 
our business is changing from a strictly 
upper-crust operation to that of a pro- 
motional middle class store.” In the 
same vein, an executive of a large 
eastern store (who requested anony- 
mity) was reported as saying that “the 
type of customer is going to be lower 
and lower as the years go by. In time, 
twenty years perhaps, the downtown 
store will become a basement-and-bud- 
get type of operation only. The higher 
check business is going to come from 
the suburbs.” These latter views are 
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more in line with the trend already ap- 
parent toward a changed socioeconomic 
pattern in the large city, but they do 
not represent a foregone conclusion. 
What will happen depends io an even 
greater extent on what retaliatory ac- 
tion may be undertaken by parties in- 
terested in downtown welfare. 


Shopping Centers—A Backward 
and Forward Look 


In concluding this long look at the 
competitive impact and manifold effects 
of regional shopping centers, what fac- 
tors stand out in bold relief? 

Primarily, the shopping center is 
here to stay. More and more will be 
built. S. O. Kaylin, in November 1955, 
estimated that there were at least 1,000 
planned shopping centers in operation 
with more than 2,200 additional in the 
works. In the rush toward further con- 
struction, says Professor McNair, some 
will be overdone, the penalty for re- 
tailers having remained too long in 
status quo. Nothing yet, however (in- 
cluding the failure of Shoppers’ 
World), has clouded the basic sound- 
ness of the regional shopping-center 
concept, although in the scramble for 
the suburbs it is sometimes difficult to 
distinguish at the outset between the 
well-planned development and its bally- 
hooed imitation. As Chain Store Age 
has put it: 


The over-all picture is excellent. 
It is difficult to find a shopping 
center where the merchants are 
unhappy with the amount of busi- 
ness ley are doing. The excep- 
tions, upon close examination, 
seem to be caused by poor plan- 
ning on somebody’s part and not 
by the unsoundness of the shop- 
ping-center concept itself. 


Secondly, the regional shopping cen- 
ter is but one component of the whole 
suburban movement. If correctly 
viewed in this perspective, the non- 
sense will be apparent of using regional 
shopping centers as whipping boys for 
the downtown dilemma. Despite the 
enormity of the population move to 
the suburbs, the downtown area re- 
mains uncomfortably crowded, con- 
gested, and traffic-troubled. It has 
passed its prime as a retail magnet. It 
is not surprising to find the Wall Street 
Journal noting (in October 1955) that 
“retailers stressing downtown improve- 
ment over suburban expansion still are 
in the minority.” It cites William 
Burston of the National Retail Dry 
Goods Association who warns: “If we 
will but spend half the time and energy 
and money we spend on branches on 
the necessary renovation of ‘downtown’ 
this outward move (to the suburbs) 
might, to all purposes, halt. To date, 
the suburban movement is continuing.” 

Third, regional centers can have an 
over-all beneficial effect on an area. In 
a non-nuisance category, their buildings 
and buffer greenery can beautify what 
may have formerly been an undevel- 
oped area through adding and im- 
proving a network of border roads, 
draining swamps, etc. Their financial 
contribution in the form of taxes and 
payroll can be substantial. That they 
can attain a homogeneous character is 
evidenced by the experience of Ridge- 
way Shopping Center. Where in 1943 
an acrimonious battle was stirred up by 
plans for the creation of this develop- 
ment, the wheel has turned to the ex- 
tent that in 1954 an opinion survey 
(not made by the Shopping Center) 
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showed 86 per cent of the people in the 
area new liking it. 

Fourth, inroads will be felt by near- 
by merchants who are operating on a 
high n:ark-up or are wholly dependent 
on certain categories of merchandise. 
Experience to date has indicated that 
heaviest customer traffic in regional 
centers is created by convenience 
goods, while largest sales are babies’ 
and children’s lines, do-it-yourself 
items, sports attire, and equipment for 
outdoor living. Except for its com- 
bined pull and consequent effect of 
impulse buying, one-stop centers should 
provide least competition for local 
stores carrying low ticket items, such 
as washable dresses, or “national 
brand” merchandise, such as electric 
irons or radios. The latter are identi- 
fied in the customer mind as being 
available at all stores at the same price, 
with the same degree of manufacturer 
backing and with little need for store 
servicing. What a disappearance of 
Fair Trade will do to this latter view- 
point is problematical. 

Fifth, and last, is a reiteration and 
amplification of the first point in this 
summary. If regional centers respond 
to the findings of customer surveys 
made within the past few years, it is 
likely that they will become even larger 
than existing centers. Such a move is 
regarded by some as imperative to 
supply what all suburban centers now 
lack—as large a selection of goods as 
the downtown area with every type of 
business represented. Regional centers 
have successfully provided broad buy- 
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ing possibilities “close to home” and 
have provided sufficient free, conveni- 
ent parking but still lack complete vari- 
eties of competitive merchandise of all 
types. Few yet provide truly one-stop 
shopping. 


Answer to Dilemma 


If the answer to this suburban retail 
dilemma is that of building still larger 
establishments, may not the operators 
bring upon themselves some of the 
same downtown conditions they have 
hitherto capitalized by avoiding? In 
aping the downtown range of stores 
and in developing a proportionate vol- 
ume of business, may not regional cen- 
ters end up with too much crowding 
by too many people, with parking in- 
adequate or fouled by congestion, and 
with the personal relation once again 
missing from the far side of the coun- 
ter? Common sense would suggest 
that this is not an “either-or” proposi- 
tion. Indications are, rather, that re- 
gional centers will expand only gradu- 
ally and that “downtown” will neither 
disappear nor become an anachronism. 
Perhaps half of all shopping in down- 
town department stores is “captive” 
buying by shoppers who are employed 
or brought downtown by business that 
cannot be carried on elsewhere. Down- 
town stores can even thrive, some au- 
thorities believe, as stores learn to dis- 
card lower to middle price ranges in 
favor of specialization in certain upper 
price areas, which are not well repre- 
sented in suburban shopping centers. 











The Retailer’s Use of Census Tracts 
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In what ways can the retailer use census tract data to improve 
present operating conditions and future expansion plans? These 
and other questions are answered in the following article by Dr. 
Cohen, formerly director of market research for the Hecht Com- 
pany and key census tract person for the city of Baltimore. Dr. 
Cohen did his graduate work at New York University’s Graduate 
School of Business Administration and is now manager of market 





research at Gunther Brewing Company. 





By and large, retailers are not aware 
of the benefits that can accrue to them 
through the use of census tract data 
issued by the United States Bureau of 
the Census. It is the purpose of this 
article to point out the type of informa- 
tion that is available by census tracts 
and to give some examples of the use 
of this data. 

Census tracts are small areas within 
a city or metropolitan area which make 
it possible to study different sections of 
the area. Each tract usually contains 
between 3,000 and 6,000 people and is 
designed to be homogeneous in regard 
to race, national origin, economic sta- 
tus, and housing. Once established, a 
tract is usually not changed so that 
comparisons over a period of time can 
be made. Though tracts have been sub- 
divided from time to time when rapid 
growth has taken place, the over- 
all boundaries have been maintained. 

The origin of census tracts dates 
back to 1912 when the Bureau of the 
Census first established tracts for New 
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York City, Baltimore, Boston, Chicago, 
Cleveland, Philadelphia, Pittsburgh, 
and St. Louis. 

Since that time many other cities 
have also been broken down into cen- 
sus tracts. The following now have 
their entire metropolitan area tracted: 
Albany-Schenectady-Troy, N.Y.; Al- 
buquerque, N.M.; Atlanta, Ga.; Aus- 
tin, Tex.; Binghamton, N.Y.; Bir- 
mingham, Ala.; Boston, Mass. ; Brock- 
ton, Mass.; Buffalo, N.Y.; Chicago, 
Ill. ; Cleveland, Ohio ; Columbus, Ohio; 
Dallas, Tex.; Durham, N.C.: El Paso, 
Tex.; Evansville, Ind.; Fall River, 
Flint, Mich.; Fort Worth, 
Tex.; Fort Wayne, Ind. ; Greensboro- 
High Point, N.C.; Hartford, Conn.; 
Honolulu, Hawaii; Houston, Tex.; 
Indianapolis, Ind.; Kalamazoo, Mich. ; 
Milwaukee, Wis.; New Orleans, La.; 
Philadelphia, Pa.; Portland, Me.; 
Richmond, Va.; Sacramento, Calif.; 
Savannah, Ga. ; Stockton, Calif. ; Syra- 
cuse, N.Y.; Trenton, N.J.; Tulsa, 
Okla. 
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The data to be found in each census 
tract, where tracts exist, include the 
following: total joulation, race of 
population, country of birth, number of 
households, educational levels, mobility 
of the population, income levels, age 


their customers. It is logical to assume 
that the success of the merchant de- 
pends on his ability to meet the needs 
of his customers. Census data are a 
tool toward this end, because they 
make it possible to infer many of the 






























































™" distribution, marital status, occupation, needs of existing or potential shoppers. 
type of dwelling unit, ownership of This is not to say that retailers can 
dwelling, age of dwelling, number of find the answers to all their marketing 
persons in dwelling unit, type of heat- problems by intensive use of tract data 
ing, refrigeration equipment, monthly or other census information. Some 
rent, value of one dwelling unit struc- problems require data that can only be 
tures. obtained by the retailer himself or by 
An example of the form in which consultants acting for him. 
this census tract information is pre- Some examples of the various uses 
sented appears below. to which tract information can be put 
will serve to illustrate the value of cen- 
a How to Use Census Tracts sus tract material to the retailer. 
. For the retailer, the prime function Selocet oR . , 
— served by census tract data is better to election of Branch Store Sites 
h, . J . . * 
acquaint store operators with their In order to select a good site for a 
‘a market area and the characteristics of branch store, it is necessary to deter- 
n- 
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mine the total amount of spending 
power available in the market area of 
the potential store and then to deter- 
mine how much of this sum will be 
spent in the new facility. Step by step, 
the procedure is roughly as follows: 

1. Determine the population in the 
market area 

2. Establish the average family in- 
come for area 

3. Multiply the two to arrive at total 
income 

4. Apportion the total among vari- 
ous competing stores 

Census tracts are valuable in solving 
the location problem because they per- 
mit the analyst to pick out differences 
in population concentrations and in- 
come levels in relatively small areas 
rather than work with larger popula- 
tion groupings which would average 
out these differences. In the allocation 
process, it is easier to divide the spend- 
ing power of smaller units to nearby 
competing stores than to work on a 
broad over-all basis. 

Because the tract data provide ma- 
terial on population in each tract as 
well as median income and value of 
dwelling unit or rent, it is possible to 
arrive at estimates of potential for each 
tract separately. In general, a good site 
will have population density and above- 
average income. There are obviously 
other considerations, too, such as park- 
ing, competition, and roads. 


New Dwelling Units 


In most areas which have been 
tracted it is possible to obtain data on 
the number of new dwelling units that 
have been built each year in each cen- 
sus tract. The retailer can use this in- 
formation in varied ways. 


First of all, in site selection it is im- — 


portant to choose an area that has had 
rapid growth. Rapid growth may indi- 
cate that (1) there is not too much 


competition as yet; (2) the inhabitants 


have fairly good incomes; and (3) the 
people will be in the market for many 
items that accompany setting up a new 
home. 

If a new branch is not contemplated, 
however, an area that has grown very 
rapidly should be the object of sale 
promotion by outside salesmen because 
there are likely to be many unfilled 
needs. Likewise, the selling price of 
the new homes can provide a good in- 
dication of the income levels of the 
families in the area and should help 
the retailer establish price lines and 
carry the proper types of merchandise. 


Special Tabulations 


Some cities have established group- 
ings of census tracts into retail trade 
areas. These areas have been designed 
to form homogeneous groupings of 
tracts, which together contain at least 
200 stores. With this number of stores, 
the Census Bureau feels that it will be 
possible to obtain breakdowns by type 
of business, giving the number of stores 
and the sales volumes in each of the re- 
tail trade areas. 

This information is not part of the 
published data of the bureau but can 
be obtained upon payment of the tabu- 
lating fee necessary to make the data 
available from existing census mater- 
ials. The details are not yet known 
about the availability of these figures 
based on the 1954 Census of Business. 

It is rather obvious that data on 
number of stores and their sales for 
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different types of retail establishments 
throughout a metropolitan area are of 
great benefit to retailers in their plan- 
ning for expansion and sales promo- 
tion. 

Census tracts can also be used to es- 
tablish delivery zones for retailers. Two 
requirements that must be met in es- 
tablishing delivery zones are to equate 
population in the different areas and to 
have flexibility among the zones. Pop- 
ulation size will determine the number 
of potential stops that the drivers will 
have to make. Therefore, zones that 
are equidistant from the warehouse 
should have the same number of in- 
habitants. 

The need for flexibility arises be- 


' cause it is not possible to predetermine 


in which delivery zones daily peaks and 
valleys are likely to occur. Ifa city can 
be visualized as composed of many 
small areas, much as a checkerboard 
grid, then it is possible to establish de- 
livery zones, each made up of several 
census tracts (equivalent to checker- 
board squares). When one delivery 
route has a great many packages to de- 
liver while an adjacent zone has very 
few, it is possible to shift some of the 
census tracts for the day from the route 
of the peak-zone driver to the driver 
who has a small load. 

Census tract information provides a 
guide to the age distribution of the pop- 
ulation throughout the area. Merchants 
who cater to specific age groups—in- 
fants, school children, or the aged—can 
establish their most profitable markets 
through the use of mail or phone sales 
efforts. Sales volume may be increased 
by directing appeals to the most likely 
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Merchandise Analysis 


Analysis of sales by census tract can 
prove helpful in determining the pref- 
erences of different types of customers. 
It is not too difficult to set up various 
income categories among the tracts. 
Once this has been done, the purchases 
of the residents of the different income 
levels can be investigated. It is obvious 
that the higher income groups buy 
higher priced merchandise, but there 
are other facts that can be of value to 
the merchandiser—such things as color 
preference, style, and type of goods by 
area of purchaser. 

After investigation, it may be found 
that certain items of merchandise are 
being bought predominantly by resi- 
dents of particular areas. This might 
lead to sales-promotion efforts for these 
goods in the “hot” areas. 


Credit Terms 


Credit is one of the services that 
store operators employ to help increase 
sales. In fact, there has been a de- 
cided attempt to merchandise credit in 
the same way that goods are merchan- 
dised. In this connection, it is worth 
mentioning advertisements which in- 
form the customer that when she uses 
the credit plan of a particular store her 
credit balance is automatically canceled 
if the male breadwinner passes away. 

The merchandising approach toward 
credit can be made more effective if the 
credit terms used by residents of dif- 
ferent tracts are analyzed separately for 
high and low incomes. It may be that 
the credit plans in existence do not 
provide adequately for some people. 

Tract information also serves as a 
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check on the incomes reported by cus- 
tomers to the credit office. The value 
of the home or the rent can provide a 
guide to the earning power of the fam- 
ily. In many instances, customers are 
embarrassed by questions concerning 
their income and the result may be a 
loss of sales. The census tract in which 
the family lives, as well as the type of 
employment, may provide sufficient in- 
formation about :t as a credit risk. 
Many stores are interested in solicit- 
ing charge accounts because it is felt 
that this establishes a closer bond be- 
tween the store and the customer and 
builds good will. If a comparison is 
made of the population in each census 
tract with the number of existing 
charge accounts in each tract, it is then 
possible to determine where the per- 
centage of charge customers is small- 
est. Among the areas under considera- 
tion for charge-account solicitation by 
a firm, it would be best to try and ob- 
tain charge accounts from the areas 
that have the smallest percentage of 
charge accounts. Incidentally, there 
seems to be an interesting interplay of 
strategy on the part of the customer 
and the retailer regarding charge ac- 
counts. Retailers feel that it is worth 
while to solicit charge accounts because 
it makes it easier for the customer to 
purchase, and this is no doubt true. 
There are some charge-account cus- 
tomers, however, who have found that 
as a result of charging their purchases 
they have run their bills up higher 
than they would like. The result has 
been that there are many people who 
have charge accounts but do not use 
them except for large purchases or dur- 
ing Christmas. They prefer to pay cash 


at other times, and if they do not have 
the cash, they do not feel they can af- 
ford to make any purchases. This ac- 
tion on the part of the customer can- 
cels the efforts of the store operators. 

The suggestion has often been made 
that charge-a-plates include some in- 
formation regarding the census tract of 
the customer. This would indeed be a 
useful tool for all types of customer 
analysis, but to date, to the author's 
knowledge, there is no city where this 
has never been done. 

By periodically obtaining residence 
patterns of the customers in a store by 
census tract, it is possible to get some 
measure of the market area of the retail 
establishment. The market area will 
doubtless be established after a few 
such surveys. If, after a period of time, 
a competing center or store is opened, 
shifts in the residence pattern of the 
customers will give an indication of the 
effect of competition. 

Similarly, if there is some special 
promotion that the store is running or 
a new advertising medium is being 
tested, then shifts in the customers’ 
residence pattern would provide some 
evidence on the differential effect of 
the campaign. 

Retailers would be well advised to 
obtain maps and data about census 
tracts in their respective cities. The 
time spent in analyzing these segments 
of the retailers’ market should prove 
worth while. Where there are census 
tracts, there will be someone designated 
as key census tract person, who main- 
tains liaison with the Bureau of the 
Census in Washington and who will be 
glad to assist the retailer in the use of 
tract data. 
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Once or twice a year, in the JOURNAL OF RETAILING, we sum- 
marize results of recent research projects completed by students 
of the School of Retailing in partial fulfillment of the require- 
ments for the degree of Master of Science in Retailing. Results 
of the most timely and significant studies in this group appear as 
regular feature articles in our publication and are indexed annu- 
ally. The complete thesis presentation, whether summarized here 
or in feature articles, may be borrowed from the Coimmerce 








A Pilot Study for a Customer Opinion 
Survey on Drycleaning Service in 
Richmond, Virginia, by Mary V. 
Marks. 


Preliminary research to determine adequate 
questionnaire for evaluating customer satis- 
faction or dissatisfaction with drycleaning 
service in Richmond, Virginia. 


A Market Survey to Determine 
Whether It Would Be More Ad- 
vantageous for a New York City 
Department Store to Purchase 
Children’s Wear Directly from 
the Manufacturer, or Purchase It 
Through a Wholesaler, by Isaac 
Rosenthal. 


Exploration of the causes for the low aver- 
age sales in the department. Suggestions for 
improvement, with particular emphasis on 
better retailer-manufacturer relations. 
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An Analysis of the Acceptability of 
Japanese Imports, by Ruth C. 
Heinemeyer. 


Considers the problem of American mer- 
chants who handle Japanese imports in the 
face of difficulties created by conflicting 
Eastern and Western ideologies. Suggests 
the formation of an American retailer or- 
ganization for increasing sales volume in 
these imports. 


A Study of the Efficient Purchase and 
Use of Jute Twine for Wrapping 
Retail Store Merchandise, by 
Stanley Koenig. 


Detailed analysis of the construction of 
jute twine and its use by retail stores. Con- 
crete recommendations on the efficient pur- 
chasing of jute twine. 
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A Survey of Mechanized Merchandise 
Handling Facilities in Retail Re- 
ceiving Operations, by Bernard K. 
Goltz. 


Covers the current status of mechanization 
in the retail trade, as well as mechanizations 
applied to specific retail operations, such as 
receiving and marking departments, ware- 
houses, packaging and delivery. 


An Experimental Junior Executive 
Retailing Training Program for 
High School Distributive Educa- 
tion Part-Time Cooperative Stu- 
dents in Arlington, Virginia, by 
Ralph A. Rush. 


Study of the personnel problem created by 
the rapid development of branch stores in 
Arlington, Virginia. Poor selection of per- 
sonnel and inadequate motivation for remain- 
ing on the job proved to be principal causes 
of turnover in the Distributive Education 
Program. 


An Experiment in Training Variety 
Store Personnel Through the Use 
of Distributive Education Services 
in Winchester, Virginia, by Leroy 
Martin Buckner. 


Considers problems and procedures in de- 
veloping a training program; also the adap- 
tation to department stores, drugstores, and 
other retail organizations. 


An Analysis of the Retail Training 
Program of the Rochester Insti- 
tute of Technology, by Raymond 
F. Von Deben. 


Considers the present retailing program, 
the co-operative employment program, and 
the placement of students upon graduation. 
Surveys the reason for student withdrawal 
from the retail field and ways to prevent such 
withdrawal. 


Book Notes* 


Contributions of Survey Methods to 
Economics, by George Katona, 
Lawrence R. Klein, John B. Lan- 
sing, and James N. Morgan; 
edited, with an introduction, by 
Lawrence R. Klein. New York: 
Columbia University Press, 1954, 
xii + 269 pages. $5.00. 


This book is an outgrowth of the survey 
research carried out during the past several 
years by the Economic Behavior Program of 
the Survey Research Center. It represents 
an attempt to analyze survey results for the 
benefit and promotion of economic theory. 
It places special emphasis on methodology 
and on the exploration of new methodological 
techniques. 


* Unless otherwise noted, book notes were pre- 
pared by T. D. Ellsworth. 


Consumer Behavior, Volume II: The 
Life Cycle and Consumer Behav- 
ior, sponsored by Consumer Be- 
havior, Inc., and edited by Lincoln 
H. Clark. New York: New York 
University Press, 1955, viii + 125 
pages. $5.00. 


Continuing the research study reviewed 
earlier in the JoURNAL OF RETAILING, this 
volume explores the effect on consumer buy- 
ing habits of such factors as age, types of 
careers, social status. These and other ques- 
tions are considered in the first group of 
articles by leading sociologists. 

The last section of the book extends the 
inquiry from the sociological aspects—what 
people buy—to the psychological aspects: 
why do people buy? Like the preceding 
volume, the present study contains a wealth 
of data, explored in a thought-provoking way. 
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Distribution’s Place in the American 
Economy Since 1869, by Harold 
Barger. Princeton, New Jersey: 
Princeton University Press, 1955, 
xviii + 222 pages. $4.50. 

Here is an examination of the significant 
changes that have taken place in distribution 
from 1869 to 1949. Generally, the reported 
findings indicate that the percentage of the 
labor force in distribution has increased 
steadily, while that in production has de- 
clined; that distribution output per man hour 
has risen, though more slowly than such out- 
put in production; and that while the dis- 
tributor’s share of the retail sales dollar in- 
creased between the Civil War and World 
War I, it has been relatively steady since 
1920. 

Dr. Harold Barger, a member of the re- 
search staff of the National Bureau of Eco- 
nomic Research, has written a book that 
thoughtful retailers and others in distribu- 
tion will find challenging. 


History of Hosiery, by Milton N. 
Grass. New York: Fairchild Pub- 
lications, Inc., 1956, 283 pages. 
$5.75. 

Where was knitted hosiery first worn? 
How did the French Revolution change men’s 
hosiery styles? How did Good Queen Bess 
influence the manufacture of hosiery? What 
nations regulated wearing hosiery by law? 
Were stockings worn before shoes were? 

These are a few typical questions answered 
in this new book. Every fact is authenticated 
with an excellent reference reading list. And 
since stockings are a part of clothing, Mr. 
Grass includes a fascinating capsule history 
of fashion through the ages. 

For the industry-minded reader, Mr. Grass 
supplies: (a) histories of the knitting ma- 
chine, its birth and development to 1954; (5) 
many comparative statistics on production; 
(c) changing geographical centers of manu- 
facture with reasons for the changes; (d) 
the various fibers used for hosiery, with rela- 
tive percentages. 

The separate production of women’s, men’s, 
and children’s hosiery is reported from the 
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beginning to current practice. And finally, 
varying methods of distribution of hosiery in 
America are outlined. 

Monumental research in many fields has 
obviously gone into writing this book, and it 
will doubtless stand as a lasting authoritative 
source of all the related facts about hosiery. 

Helen Faith Keane 


Motion and Time Study, by Benjamin 
W. Niebel. Homewood, Illinois: 
Richard D. Irwin, Inc., 1955, xii 
+ 433 pages. $6.00. 


The fundamental aspects of time and motion 
study are analyzed and discussed. Each of 
the twenty-four chapters into which the sub- 
ject matter of the book is divided deals with 
a specific aspect of the subject, such as (1) 
Operation Analysis, (2) Process Charts, (3) 
Elements of Time Study, (4) Performance 
Rating, (5) The Standard Time, (6) Estab- 
lishing Standards of Indirect Work, and (9) 
Characteristics of a Sound Wage Incentive 
Plan. The appendix includes a comprehen- 
sive list of items used in the field of time and 
motion study. 

Mr. Niebel, Associate Professor of Indus- 
trial Engineering, Pennsylvania State Uni- 
versity, has written a book which should 
prove very helpful to those retailers who are 
striving to increase productivity in their 
field. 





Discount House 
(Continued from page 13) 
that returns and allowances cannot be 
given on initialed merchandise. 
Although discount houses tend to 
carry a fair amount of refills to service 
the items they sell, their stock in this 
respect is hardly as extensive as that 
carried by regular retailers offering 
similar merchandise. Expendable pho- 
tographic equipment is the one excep- 
tion to the general rule. Discount 
houses that carry camera equipment 
also carry the film, flashbulbs, and ac- 
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cessories normally consumed in the 
pursuit of this hobby. They are dis- 
counted just as is any other item in the 
store and often act as traffic builders 
for well-run discount houses. 


Summary 


Discount houses tend to become more 
accepted by the public and by business- 
men every day. The bootleg, illegiti- 
mate, or back-door atmosphere of dis- 
count houses has all but disappeared. 
Today the typical discount house is no 
more dubious a place to shop in, or 
harder to locate, than any other type 
of retail store carrying similar mer- 
chandise. 

The common belief that discount 
houses offer no services or few services 
is hardly borne out by the facts. While 
it is true that department stores offer 
many more services than do the dis- 
count houses, and specialty retailers oc- 
casionally go beyond discount houses 
in this respect, it is also clear that dis- 
counters offer a substantial range of 
services on a free basis and make 
others available on a fee basis, so that 
large segments of the shopping public 
do not find it difficult or undesirable to 
purchase from such outlets. 





Television Advertising 
(Continued from page 24) 

As more of the nonowning dealers 
acquire their own TV sets, it is prob- 
able that their reactions will more 
closely parallel those of the TV-owning 
dealers. Thus, as time goes on, TV 


preference might be even higher than 
the levels shown in this study. 


Summary 


To provide an indication of retailers’ 
reactions to television in comparison 
with other national advertising media, 
a “before-and-after” study was con- 
ducted in Fort Wayne, Indiana. Simul- 
taneously with interviews on a panel 
of 7,500 consumers, the city’s food and 
drug retail managers were surveyed 
before, and again six months after, 
Fort Wayne got its first TV station. 
The results indicate a considerable in- 
fluence of television on attitudes and 
actions at the retailer level, paralleling 
its observed effects at the consumer 
level. 

Retailers tended to be strongly inter- 
ested in television, showing an above- 
average rate of TV-set acquisition. 
After the market got TV, retailers’ 
awareness of national advertising for 
products carried in their stores in- 
creased appreciably, with television 
being the form of advertising noticed 
most. Word-of-mouth comment among 
their customers increased, principally 
as a result of television. 

The retailers reported that television 
was more likely than other media to 
cause them to stock new brands, to give 
a brand special display, or more or bet- 
ter shelf space. Television was the 
medium most often responsible for out- 
standing sales records observed in 
their stores and was the principal 
choice recommended for national ad- 
vertising campaigns. 
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